II: The March Crisis and the Berlin Airlift 



1947 was a year of confrontation. In July the Soviets rejected the aid offered through the Marshall 
Plan and forced other Eastern Bloc countries to do the same in an effort to counter the growing 
American influence in Europe. In September, the Communist International was apparently reborn as 
the COMINFORM. At the end of the year the growing stalemate in the roundrobin Conferences of 
Foreign Ministers (CFM) climaxed with a complete breakdown in London. 

These ominous developments prompted equally dire warnings from within the US intelligence 
establishment. On 22 December a CIA Intelligence Memorandum warned President Truman that the 
Soviets would try, through obstructionism and harassment, to force the Western Allies out of Berlin. 
On 26 and 30 December CIA's analysis was seconded by similar missives from the State Department 
in Washington, followed by a cable from the Ambassador to Moscow, Lt. Gen. Walter Bedell Smith. 

In Berlin itself, the political atmosphere grew more frigid with the replacement of the Soviet Military 
Governor, Marshal Georgiy Zhukov, by the hardline Marshal Vassily Sokolovskiy in March 1946. 
The US Military Governor in Germany, Gen. Lucius D. Clay, had hoped to work cooperatively with 
his Soviet counterparts, but in October he began to worry about the exposed position of the US 
garrison in Berlin as the Soviets stepped up security for military exercises inside the eastern zone. 
Rumors began to circulate that dependents would soon be sent home. The Allied garrison in Berlin 
became increasingly jittery over the winter. In January 1948 the Soviets began to interfere with trains 
to Berlin from the western zones, and on the 20th of January Marshal Sokolovskiy abruptly rejected 
Clay's proposals for currency reform within occupied Germany. The situation worsened over February 
when the Czech Communist Party overthrew the coalition government in Prague, even as the Allies 
were discussing plans for a new Western German state. Shuttling back and forth to London, Clay felt 
increasingly uneasy, and finally, on 5 March, Clay cabled his concerns to the Joint Chiefs of Staff in 
Washington: 

For many months, based on logical analysis, I have felt and held that war was unlikely for at least ten 
years. Within the last few weeks, I have felt a subtle change in Soviet attitude which I cannot define 
but which now gives me a feeling that it may come with dramatic suddenness. I cannot support this 
change in my own thinking with any data or outward evidence in relationships other than to describe it 
as a feeling of a new tenseness in every Soviet individual with whom we have official relations. I am 
unable to submit any official report in the absence of supporting data but my feeling is real. You may 
advise the Chief of Staff of this for whatever it may be worth if you feel it advisable.5 

Although Clay later denied that he had intended his carefully worded telegram to be a war- warning, 
it was interpreted as such by the Pentagon. At the behest of JCS Chairman Omar N. Bradley, the 
Intelligence Advisory Committee ordered an ad hoc committee chaired by CIA's Office of Reports 
and Estimates to draft an Intelligence Memorandum for the President judging the likelihood that the 
confrontation in Central Europe would escalate into war. The committee quickly became mired in 
bureaucratic rivalries. Army and Air Force representatives feared that passage of the defense budget 
then being debated in Congress might hang on what was said about Soviet intentions in Europe. 
Seemingly at particular risk was the Army's proposal for universal military training. The Office of 



Naval Intelligence, by contrast, remained conservative in its estimates and resisted saying anything 
that suggested war might break out in 1948. Consensus was, to say the least, elusive. Although- after 
an initial period of alarm-no one on the committee was willing to say that war was likely, the military 
representatives refused to say that it was unlikely. 

Finally, on 16 March DCI Roscoe Hillenkoetter demanded straight answers from the committee to 
three questions, to be given to the President that morning: 

(1) Will the Soviets deliberately provoke war in the next 30 days? 

(2) In the next 60 days? 

(3) In 1948? 

After some further hedging, the committee answered the first two questions in the negative and 
deferred the answer to the third, to be dealt with by ORE in an Estimate. A rider was attached to the 
memorandum dealing with the Army's concerns for the defense budget still before Congress. DCI 
Hillenkoetter took advantage of the opportunity to append yet another memorandum reminding 
President Truman that CIA had analyzed Soviet intentions in these same terms on 22 December. 
The promised follow-on Estimate, ORE 22-48, The Possibility of Direct Soviet Action During 1948, 
was published on 2 April. In it- and in two similar estimates that followed over 1948-49-ORE 
discounted the possibility that the Soviet Union would deliberately initiate a war in the immediate 
future. However, ORE did underline the likelihood that the Soviet Union would apply increased 
political pressure to the US position in Europe, and warned that, in an atmosphere of increasing 
tension, the chances that war might break out by accident would increase. 1 1 

In Germany, Washington's alarm over Clay's 5 March telegram came as something of a surprise. 
On 12 March a quick poll of intelligence officers attached to the various commands in Germany 
produced a near-consensus that the Soviets were not ready for warl2-only Clay's G-2, Maj. Gen. 
Robert L. Walsh disagreed. While this was going on, the Soviets moved some 20,000 troops into 
frontal areas from within the Eastern bloc, along with an additional 12,000 MVD (internal security) 
troops from the Soviet Union. On 19 March a planned Communist takeover in Helsinki failed when 
the Finnish Minister of the Interior, Yrjo Leino, himself a Communist, alerted the Finnish army. The 
next day Sokolovskiy and the entire Soviet delegation walked out of the Allied Control Council in 
Berlin. This was followed by two weeks of exercises involving Soviet ground forces and police 
units inside East Germany. At the same time, the Soviets staged a series of carefully orchestrated 
incidents near the intra-German border, including the kidnapping and interrogation of German 
civilians, apparently with the intent of convincing Allied observers that the Soviets were preparing to 
take some undefined military action. 

In the time that had passed between the first Soviet provocations and the staged military incidents at 
the end of March, the Western Allies had the opportunity to consider possible Soviet actions in detail. 
As might be expected, the onset of large-scale Soviet military exercises triggered an alert in the 
Western zones, but by the time the Soviets began staging incidents along the intra-German border the 
debate over the Soviets' intentions for the near future was over. When, on 30 March, Sokolovskiy's 
deputy formally notified his Western counterparts that, effective midnight, 31 March, all Allied traffic 
through the Soviet zone would be forced to submit to inspection, both General Clay and his superiors 



in Washington knew that they faced a political challenge to the US presence in Berlin~not the threat 
of war. 

From the intelligence standpoint, the chief effect of the March crisis was to provide a precedent by 
which future Soviet actions could be judged. In effect, Stalin had telegraphed his punches, so that, by 
the onset of the Berlin blockade that June, Western analysts had a better understanding of just how far 
he was willing to go. Under these circumstances, the outcome of the June crisis was pretty much a 
foregone conclusion-assuming that Western resolve remained intact. 

Stalin hoped, of course, that by challenging the Allied position in Berlin, he would be attacking the 
Western coalition at its weakest point. Anticipating a postwar crisis in capitalist system, Stalin 
believed that Berlin was the point where, if he pushed hard enough, he would cause the Western 
alliance to come apart at the seams. 

In pursuit of this goal, Soviet harassment of Allied military trains to Berlin continued over April and 
May, all but halting passenger traffic, although food shipments continued. On 5 April a Soviet Yak-9 
fighter harassing a British airliner inadvertently collided with it, killing all on board both aircraft. 
Simultaneously, the Soviet Berlin Commandant, Gen. Alexander Kotikov, launched a blatant 
campaign to hamstring the Kommandatura. The scale of Soviet provocations increased until 16 June, 
when Kotikov denounced the American Commandant, Col. Frank Howley, for leaving his deputy to 
represent him in a meeting of the Kommandatura and walked out himself, thus abrogating the last 
vestiges of the quadripartite administration of Berlin. Over 18-20 June the Soviets blocked the 
Western powers' plans for the introduction of a reformed currency into Berlin. On 19 June they finally 
halted all rail traffic into the city, and on 23 June they halted road and barge traffic and cut off the 
supply of electricity to West Berlin. The Soviet blockade of Berlin had begun. On 26 June the first 
Allied transports began to airlift supplies into Berlin. 

The Berlin blockade illustrated just how poorly Stalin was being served by his intelligence services. 
Soviet planning for the blockade was superficial at best: the Soviets apparently never anticipated that 
the West might hold out, while no one in the Kremlin seems to have realized how much the eastern 
zone itself was economically dependent on the West. Moreover, there is evidence that Soviet 
intelligence officers feared to bring bad news to Stalin and "cooked the books" in their reporting about 
the effectiveness of the blockade and Allied airlift. Had they not done so, the Soviet blockade might 
never have gone on as long as did, despite its manifest failure. 

By contrast, the record shows that US reporting accurately gauged Soviet intentions both before and 
during the crisis. In Washington, ORE persisted in its belief that Stalin would not deliberately push the 
Berlin confrontation to war. Meanwhile, CIA intelligence officers provided insights into the strengths 
and weaknesses in Soviet planning23 and were able to provide some of the first indications of cracks 
in Soviet resolve. Policymakers in Washington were also kept apprised of the situation 
in Berlin through a stream of reporting on Soviet intentions and operations. 

II- 1: Memorandum for the Chairman, Joint Chiefs of Staff, General of the Army Omar Bradley, 31 
July 1947 (MORI No. 144273). 



Tensions were running high in the summer of 1947, as reflected in this extract from a routine status 
report prepared in Berlin. The writer of the report would not have used such candor in referring to his 
military compatriots, were the report intended for other than internal consumption. It is interesting that 
the branch chief in Washington, future DCI Richard Helms, felt the report to be important enough that 
it be shared with JCS Chief Bradley without altering the language. 

II-2: Memorandum for the President, 16 March 1948 (MORI No. 9259). 

DCI Hillenkoeter's memorandum brought the curtain down on the March 1948 "war scare." Because 
General Clay's so-called "war warning" emanated from outside normal intelligence channels, 
Hillenkoetter apparently felt that CIA's credibility was at stake. He thus appended a CIA 
memorandum from the previous December evaluating the situation and forecasting Soviet 
moves. That CIA was still a very young agency is reflected in the use of recycled Central Intelligence 
Group (CIG) stationary. 

II-3: ORE 22-48: Possibility of Direct Soviet Military Action During 1948, 2 April 1948. 

II-4: ORE 22-48, Addendum: Possibility of Direct Soviet Military Action During 1948-49, 16 
September 1948. 

II-5: ORE 46-49: The Possibility of Direct Soviet Military Action During 1949, 3 May 1949. 

One of the most valuable functions played by the Intelligence Community during the crisis of 1948-49 
was to provide policymakers with perspective on the changing situation in Berlin and Germany. In 
these three Estimates, the Office of Reports and Estimates (ORE) used assessments of Soviet 
capabilities to discount the possibility of Soviet military action in 1948 and 1949. Reporting of this 
kind helped policymakers understand Soviet actions in Berlin in context with broader Soviet 
intentions. Throughout this period, however, ORE was handicapped by a consistent lack of reliable 
information on Soviet intentions and capabilities, a deficiency clearly reflected in these Estimates. 
Interesting, too, is the fact that all these Estimates warn of the likelihood that war might break out 
inadvertently, should tensions continue to run high~a reminder that the memories of Sarajevo and the 
outbreak of World War I lingered in the minds of high-level officials on both sides. 

II-6: ORE 29-48: Possible Program of Future Soviet Moves in Germany, 28 April 1948. 

In the aftermath of the March Crisis, ORE attempted to forecast possible Soviet moves in Germany. 
Although the Estimate raises the possibility of a blockade, the emphasis throughout is on the projected 
establishment of a Soviet-backed East German Communist regime. 



II-7: Memorandum for the President, 9 June 1948 (MORI No. 9260). 

Although the lines of confrontation certainly were being drawn, in June 1948 the situation in Germany 
remained fluid. This memorandum, prepared just before the Soviets severed land links between the 
eastern zone and the west, discusses likely Soviet reactions to the proposed merger of the three 
western zones of occupied Germany. It serves as a reminder of just how new-and unprecedented~the 
Cold War was in 1948. The governments here discussed as being established "provisionally" 
were to last nearly half a century. 

II-8: ORE 41-48: Effect of Soviet Restrictions on the US Position in Berlin, 14 June 1948. 

But a few days before the onset of the Berlin blockade (20 June), ORE considered the impact of 
Soviet efforts to restrict US military rail traffic to and from Berlin. Already Berlin's value as a base for 
the collection of strategic intelligence inside Soviet-dominated Europe is being emphasized. 

II-9: CIA Memorandum for the Secretary of Defense, Subject: Situation in Berlin, 28 June 1948 
(MORI No. 144438). 



11-10: CIA Memorandum for the Secretary of Defense, Current Subject: Situation in Berlin, 30 June 
1948 (MORI No. 145210). 

11-11: Memorandum for the President: Russian Directive Indicating Soviets Intend to Incorporate 
Berlin into the Soviet Zone, 30 June 1948 (MORI No. 97992). 

11-12: Intelligence Report: Russian Unilateral Dismissal and Appointment of Berlin Police Officials, 
15 July 1948 (MORI No. 14521 1). 

The four intelligence reports above demonstrate Soviet confidence that the blockade would bring an 
end to the quadripartite regime in Berlin. The reports of Soviet planning to assume full control of 
Berlin (Documents. II-9, 11-11, 11-12) reveal a thoroughness in operational matters that contrasts 
sharply with the more strategic failure to consider the effect the blockade would have on the East 
German economy. Document 11-10 shows how the Soviets depended on German food supplies, 
even as they were taking actions that would throttle the East German economy. The documents 
also suggest that the Soviets never expected West Berlin to hold out for nearly a year. 

11-13: CIA 7-48: Review of the World Situation, 14 July 1948 (MORI: 8840). 

The dramatic success of the Berlin airlift has tended to obscure just how perilous a situation Berlin 



was in the summer of 1948. As this CIA report shows, there were real doubts about the Allies' ability 
to maintain themselves in Berlin. Moreover, with both the Western and Eastern alliances in flux, more 
than the Allied position in central Europe was at stake. As the confrontation dragged on, each side's 
freedom of action gradually diminished. 

11-14: Memorandum for the President on the Situation in Berlin, 10 December 1948 (MORI No. 
145213). 



11-15: Intelligence Report: Soviet Measures to Further Tighten the Sector Blockade in Berlin, 30 
December 1948 (MORI45214). 

11-16: Soviet Plans to Control the Western Sectors of Berlin, 6 January 1949 (MORI No. 145215). 

The Allied capability to supply West Berlin with needed food and fuel was strained to the utmost in 
the frigid North European winter. Apparently believing that they could bring the confrontation to a 
decisive conclusion, the Soviets prepared to isolate West Berlin from the eastern half of the city and to 
abrogate what remained of the quadripartite governing arrangements. Once again, a Soviet intelligence 
failure is revealed in their ignorance of the economic interdependence of the city as a whole. Soviet 
efforts to halt economic intercourse between East and West Berlin failed, while the winter brought 
only a redoubling of Western supply efforts. 

11-17: IR: SED preparations for Illegal Work in West Berlin, 7 March 1949 (MORI No. 145217). 

11-18: IR: Progress of the SED Membership Purge, 7 March 1949 (MORI No. 145218). 

By the spring of 1949 a change in mood was evident in the East German Communist leadership, if not 
in Moscow. Having apparently reconciled themselves to the failure of the blockade to drive the 
Western powers out of Berlin, the SED prepared itself for long-term subversive activity in the western 
half of the city and began a purge of its leadership cadres. 

11-19: CIA 5-49: Review of the World Situation, 17 May 1949 (MORI No. 8872). 

With the blockade at an end, Western optimism is shown in the hope that the Soviets would be willing 
to negotiate a solution to the "German question." In fact, a solution already had been found: in the 
division of Germany into two separate states. Probably neither side recognized at this point just how 
enduring this solution was to be. 
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/J-2; Memorandum for the President, 16 March 1948 (MORI: 9259). 

DO Hillenkoeter's memorandum brought the curtain down on the 
March 1948 "war scare." Because General Clay's so-called "war warn- 
ing" emanated from outside normal intelligence channels, Hillenkoetter 
apparently felt that CIA's credibility was at stake. He thus appended a 
CIA memorandum from the previous December evaluating the situation 
and forecasting Soviet moves. That CIA was still a very young agency 
is reflected in the use of recycled Central Intelligence Group (CIG) 
stationary. 
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depend . on the accuracy jitirtfiiifrfafet AuthoritiQa_^aus9_USZ-__ 
determination to reaaln^and-the-atate-of discipline of US of fi- 
oials and_ trc<^— Over3^^t3i^ia5U^resort to: Insults orZIl ^!?^ 
I»rsonal.vibleiice^^ 

"incidents",- street, fi^ts,- brarrls73nd ~other_public . disturbances— 

%Mch,^-tam r jai^tjpen3Sa^^ reperciissions-af ~ 

the gravest character, ftOy>tha gxs&aWt <tetor«xination and tact.: .: 
on both sides could. preven t ^a. se rious, incident frco deteriorating 
beyond contr^ofxthe-Se^^ Star if Soviet estimates 

of ^ts^re-g|y*^ 

probably Trould-t»-a^avat5d W the activities of Ceroan ma lcontents. 
ifcc for ore reason or anotherrseek to^bring about an ocen B ast* .: — 
tSost conflict*: - ■ • - - • * 

*he-Krealin^^ iaaxtaum:sffortit<L_r- — 

force Tfestera-pQaer^evaftiiAtlcn oiMfayH^ it has" fully_cal«~--= 

culated.the:risJcs and considsred the iCfiMen iirthe li^t""bf ~ — '— 
Soviet strategy- ej^tibere,— Nevertheless, in view, of probable ~zr 
irresponsjbla^ti^y-lo^^ .jtheTday-tOrday— - vri 

developments in the"te»diatd mure-Trf.il" tost the. fimmss,- * ' r ~~. 
patience, and c^sciplij»LOfIaU:jJS_porsonnel in Berlin.——. ----- 



Jtear.Adtviral, USII — 

Wroo tor of Central Intelligence 
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POSSIBILITY OP DIRECT SOVIET MILITARY ACTION DURING 1948 
Report by a Joint Ad Hoc Committee • 

THE PROBLEM 

tarv IZ^^T™ 10 ^ * a **" ™« to «** 

DISCUSSION 

2. Our conclusions are based on considerations discussed in the Enclosure. 

CONCLUSIONS 

P '?°*f T* 06 ° f avaUable evidence »d of considerations derived from the 
of the situation" supports the conclusion that the USSR will not resort to direct 
military action during 1948. 

4. However, in view of the combat readiness and disposition of the Soviet armed 
f^and^strategteadvantagewhi*^ 

Western Europe and the Near East, the possibility must be recognized that £ TOSR 
inight resort todirectmflitary action in 1948, particularly if the Kremlin should toter- 
^L'TihW^ ° tSei,ea0t nWW8 ' " mdicaUn « *» Intention to attack the USSR 



• This estimate was prepared by a joint ad hoe committee representing CIA and the totem™,. 
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3. Since the end of the war Soviet Ground Forces have h**n r^r—^u a * 

k ™ 0 °° n SyStem P 6 ™" 8 h * an « 01 stren 8th ^thin 30 days £ 
air forces have been provided with a substantial number of jet aircraft and seveS 

LtSl" "T*" ^ n0W mi fifteen LtLeT^ 

compared with seventeen at the end of the war. An extensive air defense systenThas 
been developed along the Eastern and Western frontiers, employing an mcSsS 
number of et interceptors and an effective radar system deployed Hepto 
evMence of Increased emphasis on the development and . paction oMon^Snge 

4. By exploiting the postwar political and economic Instability in Eurooe and th. 
JZt T??' - "* traditional Marxist Unes. Soviet leaders h«e aS?oSin2 
very substantial results, the exploitation of such unstable conditions IsS cheaneft 
and safest method by which Soviet leaders can obtain their objectives. 

5. Certain basic factual date can be produced to help determine whether or not 
Soviet eaders would stand to gain or lose by exercising tteir current SSjJl 
billty of overrunning Western Europe and part of the Near East. Many f actSeX 
upon this problem, however, would still have to be determined on the bSXSES 
and logic rather than upon factual evidence. (This problem is under TSSJSSi 

6. The determination at this time ol whether or not Soviet leaders intend to employ 

upon evidence^ We have no access to the thinking or decisions of the Kremlin and 
little contact with lower echelons of Soviet officialdom. Such evidence as is currently 
comtag to hand, however, suggests that Soviet leaders do not presently intend to exer- 
cise their military capability of overrunning Western Europe and part of the Near East 
Since the Czechoslovakia coup there have been some reports suggesting that Soviet 
leaders may intend shortly to resort to military action but these have been from unevaT 
uated sources and can logically be Interpreted as attempts by Soviet or antt-Sovtet 
dements to exploit for their own purposes the fear psychosis prevalent SSo^ 
Europe lis a result of the timing and rapidity of the Czech coup. g Ut 

7. The intelligence agencies have generally taken the position that the USSR in 
spite of its current military capabilities, would not commit itself to a course o/acUon 

* . 2 TOP Jp^RET 
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leading to war until, In the opinion of Soviet «t 

adequate for a global war and untlTif^™ ^""T* "eco™ 
It has also been assumed in some W*r£lS U ^T "** °' boMbs - 
objectives, the USSR were faced wHh taL^T.l Tu * * rea,Izatto « of the above 
raruy abandon its expansionTpoUcy. ESSEX* * ^ ^ 

to promote and exploit new c^^T£^mty ^ *T the ^unity 
future. W ""wWUty as they might develop in the 

inherent In the minds of Soviet leadm and tt. i J^!T . kn0Wn ««PWons 

of current Soviet capabiliurf^ovttnX W^^^*!? ^ * Vtew 

would be to the USSR's advantage to ** * 

estimate that their military superiority relative* JhTw^ *p™ . *** 

maximum. The USSR is faced wtth the ptospecTo r m US^™™T * at 

11. Soviet leaders might estimate that if thpvm«>™.«« ' 
East the, would vastly mfprove their U ^ 

tar, stalemate or a negotiated peace baseS So^^^^ * mfli - 

too-cui^ 

Pound forces. The situTuoTwo^^ °' ° y 

I and H. In those wars the US had ZS£?J , 7 T ootamto g « World Wars 
the Soviet Union was" TaT^T £ £ **** « 

wouMbefaced wi to themanpower and ^SZZZZ££~**"> 
theUK. * ^ d0nitaatton * «" coast would enable them totalize 

c. That under these circumstances* 

tn.^ ^2" bnc ™"» rt - ™<*"»™ « »• ». ™» „ 

4 3 TO^CTET 
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i^ir t£ « * ^ WeStem P ° WerS * N6ar Eastern <fl would seriousiy 

organization, control, and iEEiS^?^ VMt difflcu,t,es 'nherent in the 
remedy ^mmmm JiSS^^^J'T ^ *»* easiest Wi * * 
the technical sicills. and the -e^S£j£££ ^ 

in s^tZ^f^Z ^ "T^ wili succeed 

ORDER OP THEIR IMPORTANCE: 

-nomi^ 

of Communist capabilities £ S^tion n S^ZT£ * "* ^ 

«•«• «<»M torn «n ra™^ .limJSZSSSTZZ, £T ™* *"* 

nation, appear to undermine Soviet ideology and discipline. 

17. The basic economic deficiencies of the USSR in tam,. »» 
global war against the US: of ^"^^nts for 

'« 4 TOP^CMT 
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a. The USSR suffered enormous physical damage in World War n and has 
probably not regained production levels of 1940 in all basic industries. 

6. Capacity is inadequate in a number of vital fields, including transportation 
communicaUons, and in the production of steel, oil, and machine tools. 

c. In order to exploit the European economic potential, the USSR would have 
to supply raw materials and food to an already impoverished European continent cut 
off from the resources of the Western Hemisphere and other parts of the world outside 
the Soviet Union and her sphere of influence. 

18. Soviet leaders may anticipate that, in spite of the European recovery program 
the Marxist prediction that the capitalist world will collapse of its own accord will be' 
fulfilled, following the economic dislocation of Word War H. 

19. The US has a growing stock of atomic bombs, Soviet leaders may not regard 
this weapon as a decisive factor, and may have considerable confidence in the USSR's 
defensive capabilities against atomic attack; they probably recognize, however, that 
atomic warfare can inflict vast destruction and loss of life on the USSR. 

20. The Soviet population is definitely war-weary and has long been promised an 
improvement in its standard of living. While the Russians traditionally unite to repel 
foreign invaders, Soviet leaders might question whether, under present circumstances, 
they could risk the possibility of a protracted global war. 

21. The politicians in the Politburo have always been suspicious of the military 
War would again bring the military to the fore and might constitute a real or imagined 
threat to the Party leaders. 
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the Department of State 
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e. Director of Security and Intelligence, AEC, for the Atomic Energy Com- 
mission 

/. Deputy Director for Intelligence, Joint Staff, for the Joint Staff 
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POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1948-49 
Report of Ad Hoc Committee 4 Reviewing the Conclusions on ORE 22-48 

THE PROBLEM 

1. We have been directed to estimate if the events of the past six months have 
increased or decreased the likelihood of a Soviet resort to military action during 1948-49. 

BASIS FOR ESTIMATE" 

2. Available intelligence bearing on the stated problem is too meager to support a 
conclusion that the USSR either will or will not resort to deliberate military action 
during 1948-49. 

DISCUSSION 

3. Our conclusions are based on considerations discussed in the Enclosure. 

CONCLUSIONS 

4. We do not believe that the events of the past six months have made deliberate 
Soviet military action a probabiUty during 1948-49. They have, however, added some 
weight to the factors that might induce the USSR to resort to such action. It is con- 
sidered, therefore, that the possmMty of a resort to deliberate military action has been 
slightly increased. 

5. However, the developments of the past six months which constitute setbacks to 
the Soviet international position have had the effect of adding to the pressure on the 
USSR. This pressure increases the possibility of the USSR resorting to diplomatic 
ventures which, while not constituting acts of war or even envisaging the likelihood of 
war, will Involve an increased risk of miscalculations that could lead to war. 



'This estimate was prepared by a joint ad hoe committee representing CIA and the intelligence 
agencies of the Departments of State, the Army, the Navy, and the Air Force. The date of the 
estimate is 27 August 1948. 

•The Office of Naval Intelligence concurs generally in the discussion, as contained in the 
Enclosure. 

However, ONI feels that the "Basis for Estimate" as stated is not valid. Evidence of Soviet 
intentions is meager, but such intelligence as is available does not indicate a resort to deliberate 
military action. If the position is taken that the intelligence available cannot support conclusions 
one way or the other, any conclusions drawn from such a basis of estimate are of doubtful value 
for U. 8. planning. 

Therefore, ONI feels that the conclusions stated in ORE 22-48, as modified by ONI comment, 
are still valid. ONI concurs, however, that the events of the past six months have increased slightly 
the possibility of military action through miscalculation as stated In paragraph 5 of subject report 
and would include under miscalculation the possibility that minor military incidents might expand 
into uncontrolled conflict. 
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ENCLOSURE 

DISCUSSION 
1. Reference is made to ORE 22-48 t 
as follow, it is considered that the discussion I ^T* ?*. for ^ modifications 
are particularly in respect to the ZZT^lZ T^f ^ stffl vaUd *nd 

applicable to the immediate future. ^ ^ factors to ^ed, still generally 

EVENTS WITHIN THE SOVIET ORBIT WHICH mom- ™~ 
^pSeSsT^^^ 

elusions. ^ 10 warrant ^ ^vision of our previous con- 

Peasant antagoSn^ SSsSSS XL* <* «ass 

nave suggested the grow^f^^J? ^ mi of to Communist 

tion from USSR The def£^ * ad to direc- 

*^evidenceforthe«^^ 

«ItuationhascausedconcS^f K ^^ 1 ^ tto doubt that this 

offorcetocorrectthissl^ 

"nlikely unless the Soviet leadeX^ 

sariously threatens their controfofS ^ has reached a point where it 

4. The following events to Western Eurorv. u- 
to Soviet strategic thinking: have brou e h * about some change 

a. The posiUve effort of the US to rw™.^ 
through the European Recovery Sog^ER^ ^ >ad mtlcal sta "fflty 

Won^th^e^h'TS^r SLlt^onrr ^ ^^^unist 
5 t Si fT * ta W «*«* Europe. 

are by no means exhausted." ClSl^' whUe r «*ntly diminished. 
tobestmfurtherltodtedrWesSn^^.r 1 ^ ^ * **» ^ 
auction of opportunity ^SL^^S^^ 



TOP 



158 



11-4: 



( Continued) 



possible that the events noted above have added to the s t™.„ „„ „ 

contra of Eastern Europe and therefor TontrTbul ^ 1 Col ™*t political 

P«as. 2-3 above. It Is considered that toe uS »nt ^ weaknesses discussed in 

to Communist expansion in SLe U ^1 S m ?° Ugh confronted ^ resistance 

e*"non,lcinstaMU^d^^ 

than to accept the'risk of dirS^acS :^tnedtl7; 0y ^ ^ 
Europe will remain the major objects st^f , a fUtUre - though 
for profitable exploitation. ' ^ dsewhere Me also available 

EVKNTS m STATES WHICH MIGHT INDUCE A USSR 

RESORT TO EARLY MILITARY ACTION 

the strategy and tactic^the ^^are pro b Z S^S^Th * °» USSR > 
of US capabilities and tatenttonT^ 7 g y mfluenced * analysis 

7. Until recently, It has been supposed that Soviet planners were assumw » „ 
economic crisis in the US by the end of 1948 «,=♦ assuming a severe 

slve weakening of US power ££? L C ^poTc < 2tr UW ^ * 
Western Europe would be InWblted. it ^ * economic recovery of 

being revtoed^d that t^Snem now ^ ^ 18 

productive and prosperous so lonTaHt Z^HSf * e ° 0n0my ^ continue 
European ltecoverTSSi; " " * ^ ^ -^mu^k^U^ 

8 - M appears probable that Soviet leaders will be tore** t» ... 
events may have somewhat strengthened Soviet conviction in thisTesraT" Thf^ 

that such a move has become a probability. ' ao not estimate 
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that US iiiilitary potential, now low wUlJte^Tw * 6 world, and 

panied by an improvement in tS^ST^^^^ * aCCOm - 
ta turn, suggest looking to nulitarTacto ffSli ^ ^ ^ht, 

ever, since the usefulness of non-muL^S,^ ach » evement * their aims. How- 
and since there are other rXSZe^S£ * ** *"* beBtt m 
^--resontodeUheSmu^trr^ 



160 



II-5: 




161 



ORE 46-49 



qrvvp TTfTTT'TT* * 



THE POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1949 
Report of a Joint Ad Hoc Committee * 

THE PROBLEM 

L We have been directed to estimate the likelihood of a Soviet resort to direct 
military action during 1949. 

DISCUSSION 

2. Our conclusions are based on considerations discu ssed m the Enclosure. 

CONCLUSIONS 

3. The USSR has an overwhelming preponderance of Immediately available mili- 
tary power on the Eurasian continent and a consequent capability of resorting to 
direct military action at any time. The principal deterrent to such action is the 
superior wawnaldng potential of the United States. 

4. There is no conclusive factual evidence of So^ 
aggression during 1949. 

& A deliberate Soviet resort to direct military action against the West during 1949 
is improbable. Moreover, the USSR is likely to exercise some care to avoid an unin- 
tended outbreak of hostiUtte 

6. As part of its efforts to coun^ 

gram, however, the USSR will seek to intensify and exploit the universal fear of a new 
war. In this it win pay special attention to Scandinavia, Yugos^ Itis 
unlikely, however, to resort to even localized direct military action. 

7. The fact remains that international tension has increased during 1948. It will 
probably increase further duringl949. In these circumstances, the danger of an unin- 
tended outbreak of hostilities through miscalculation on either side must be considered 
to have increased.** 



•This estimate was prepared by a Joint Ad Hoc Committee composed of designated repre- 
sentatives of the CIA and of the Intelligence organizations of the Departments of State, the Army, 
the Navy, and the Air Force. It has been concurred in by the Directors of those agencies, except 
as indicated In the footnote below. The date of the estimate is 21 April 1949. 

••The Director of Intelligence, Department of the Army, believes that the last sentence of 
paragraph 7 implies a greater possibility of war in 1949 than, in fact, exists; and that it should 
read "In these circumstances, the small but «vm«wiifw C danger of an unintended outbreak of 
hostilities through miscalculation on either side must be considered." 



1 



TOP 0ECIH5 T 



ENCLOSURE 



L As of so Match 1948. we estimated that the preponderance of available evi- 
dence and of considerations derived from the "logic of the situation" supported the 
conclusion that the USSR would not resort to direct military action during 1948. Our 

k *° P 16 ^ a "^responding estimate with respect to the possibility of 
Soviet military action during 1949. y m 

dfaii^n^ „ C °° UnUfiS *° «*» « overwhelinlng preponderance of imme- 
diately avaOable mmtary power on the Eurasian continent During the past yeartt 
has ^tabled, and possibly accelerated, Its efforts to enhance ib mflitarySStii 
through both the intensive development of basic war industries and the miaUtative 
^v^afltsinflitary forces. There has recently been a significant mcreaate 
sovtettooop strength In Germany through the antwa ot i»crutts from the 1928 clasa 

ho™ SLT*^ ^ fDaeaSe " ^nry OT &*™™t In general, 

however Soviet military preparations appear to be precautionary or lorn-terra TWe 
Is no .factual evidence of Soviet preparattoa to aggressive mfflt^ 

^Lt^u *^ s *"* e ""ictasive factual evidence, our estimate must depend on 
^ammsc^ofthefundamcntal^ ThCmre- 
daUon, set forth In ORE «W8. ORE 41-19, and elsewhere, need not be repeated hereat 
tengtti. The pertinent conclusion Is that the USSR wmiW be nidilmiy to resort to 
dtactmffl^acttaaTi^ 

wasmactive preparation and imposslbte to forestall by ima-mm tary means 

We LZZ 25^4?- ^ ^ <^ ^ ^ ^ to «* by the event 
W may be permitted, then, to assume «»» the sttaation i» It existed a year ago vms 
not^aswooUcaosetheUSSRto,^ CorLqumUvwe 
present consideration to developments since, that date which might cause 
the USSR to resort to such action. These developments axe: 

«. An increasingly evident US determtaatton to resirt further So^ 
mentmEurK»e.theMediteiTanea^an^ 

sur^lccal resistance in those areas. In the context of Soviet thought, this develop- 
ment must appear to be essentially hostile and preparatory to eventual TJS aggression^ 
though not indicative of immediate attaclo The USSR is particularly sensitive to the 
extension of US influence from Western Europe and the Mediterranean into Scandi- 
navia on the one hand, the Balkans and Iran on the other. 

b. A gradual increase in the will and ability of Western Europe to resist Soviet 
political aggression, and a corresponding decline in Communist political' and revolu- 
tionary capabilities in that area. 

<~ Increasing rigidity in the partition of Germany and the development of an 

extremely taut situation at Berlin; in particular, the success of the airlift In defeating 
the U°<^easa means of coercion with respect to Berlin, progress toward the estab- 
lishment of Western Germany as a political and economic entity within the Western 
European community, and deterioration of the Soviet position in Eastern Germany 
and in Germany as a whole. 
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d. The persistence of individualism and nationalism in Eastern Europe, despite 
further forcible consolidation of the Soviet position in that area (excepting Yugoslavia) . 

e. Tito's successful defiance of the Kremlin, a matter of greatest rfgnffi^ n ce m 
the development of international Communism and Soviet hegemony. 

/. Failure of the situation in the Near and Middle East to develop as advan- 
tageously, from the Soviet point of view, as might have been expected, and the current 
trend toward adjustment and stabilization in the internal conflicts v/ithin that region. 

C ommunis t successes in China and prospects in Southeast Asia are matters mani- 
festiy unlikely to cause the USSR to resort to direct military action. 

5. The rulers of the USSR are presumably realistic enough to perceive that these 
developments do not constitute a danger of immediate attack. They will appreciate, 
however, that the o pp ort un ity for Soviet expansion westward by non-military means 
has ended for the time being, and they wfll be apprehensive lest a continuation of the 
present trend result eventually In a corresponding stabilization of the situation in the 
Near East, a further deterioration of the Soviet position in Eastern Europe, and an 
ultimate danger of US attack upon the USSR. In these circumstances the USSR 
must give serious consideration to the advisability of resort to preventive war while 
it still enjoys a preponderance of immediately available military power on the Eurasian 
continent. 

6. The deterrents to such a decision are the realization that it would precipitate 
an immediate decisive conflict with the United States, a present lack of adequate defense 
against atomic attack and of means for a decisive military attack on the United States, 
respect for the present general superiority of US war industrial potential in terms of 
a long struggle, and reasonable hope of improving the position of the USSR in these 
respects witfr the passage of tune. Philosophically prepared to take the long view in 
the absence of an Immediate threat and confident that future crises of capitalism win 
produce new opportunities for Soviet aggrandizement by non-military means, the Krem- 
lin would have reason to avoid a premature showdown while assiduously developing 
its capabilities for eventual defense or ag gr ess ion. 

7. On balance we conclude that the USSR is unlikely to resort to preventive war 
during 1949 at least. Its most probable course of action will be to continue its prepa- 
rations for eventual war while seeking to arrest or retard the indicated adverse trend 
of developments (para. 4) by political and psychological counterefforts in forms cur- 
rently familiar. In following this course the USSR will seek to intensify and exploit 
the universal fear of a new war. It will pay special attention to Scandinavia, Yugo- 
slavia, and Iran. It is unlikely, however, to resort to even localized direct military 
action, except possibly with respect to Finland and Yugoslavia. In any such action 
taken, it win probably exercise care to avoid direct collision with the United States. 

8. US and Soviet forces are in actual contact only in Germany and Austria. The 
fact that in the course of a year of acute tension the USSR has carefully avoided 
any action there calculated to precipitate armed hostilities establishes a presumption 
that the USSR would not resort to direct military action merely to break the dead- 
lock at Berlin or to secure a satisfactory solution of the German problem On the 
contrary, present indications are that the USSR may soon discard coercion, as repre- 
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seated by the blockade of Berlin, for the time being, in order to seek a more satisfactory 
situation through political negotiation. 

9. The vulnerability of Finland to Soviet pressure and the gravity with which the 
USSR views Norwegian adherence to the Atlantic Pact requires specific consideration 
of that case. Threatening gestures toward Finland and Scandinavia might be expected 
to discourage any possible Finnish hope of rescue from the West, to confirm Swedish 
adherence to neutrality, and to inhibit Norwegian Implementation of the Fact A 
Soviet military occupation of Finland, however, might have exactly the opposite effect, 
driving Sweden into the arms of the West and stimulating Norwegian demands for . 
direct military support For these reasons, increasing intimidation is to be expected, 
but direct military action is unlikely. 

10. Similarly, threatening Soviet gestures might be more effective teat direct 
action in inhibiting Yugoslav rapprochement with the West Basically, however, the 
continuing existence of the Tito regime is intolerable from the Soviet point of view and 
real efforts to liquidate it must be expected. Any attempt to do so by force of arms 
would probably take the form of insurrection within Yugoslavia with covert Satellite 
support, as in the case of Greece. Direct Soviet military intervention would be unhkely- 
unless it became the only means of preventing the military alignment of Yugoslavia 
with the West Even in that case, Soviet intervention would not be intended to 
precipitate a general war and could do so only if the West chose to take armed 
counteraction. 

1L Soviet sensitivity with respect to Iran requires specific consideration of that 
situation also. In terms of the internal factors involved, the situation in Iran is more 
stable than it was a year ago. There has been, however, an Intensification of Soviet 
pressure upon Iran and there remain opportunities for indirect Soviet Intervention 
through indigenous *Tiberation M movements, as with respect to Azerbaijan and the 
Kurdish tribes. The Immediate Soviet purpose appears to be to prevent Iranian 
adherence to a Near Eastern pact analogous to the Atlantic Fact and acceptance of 
substantial US military aid. Although the USSR has been at some pains to bmld up a 
legalistic basis for direct intervention with reference to the Treaty of 1921, this appears 
to be part of the war of nerves. Direct Soviet military action in Iran during 1949 
is considered unlikely. 

12. Accepting our estimate of Soviet intentions, the fact remains that interna- 
tional tension has increased during 1948 and will probably increase further during 1949. 
Both sides are actively preparing for eventual war. In these circumstances there is 
increasing danger of an undesired outbreak of hostilities through miscalculation by 
either side. Such miscalculation could occur in underestimating the determination of 
the opposing side or in exaggerating its aggressive intentions. Both miscalculations 
would be present in a situation in which one side took a position from which it could 
not withdraw in the face of an unexpectedly alarmed and forceful reaction on the part 
of the other. 
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POSSIBLE PROGRAM OF FUTURE SOVIET MOVES IN GERMANY 
SUMMARY 

1. The following discussion covers a program that might be resorted to by the 
USSR in Germany in an effort to cause the Western Powers to leave Berlin, to con- 
solidate the Soviet hold over Eastern Germany, and to extend Soviet influence into 
Western Germany. Until recently this review of possible Soviet intentions was con- 
sidered purely speculative and the program one that would be attempted only after 
the USSR had concluded that Soviet interference with the Allied efforts in Western 
Germany could not be effected by legal international means or through local Com- 
munist subversion. The timing of the individual stages of the program would prob- 
ably be conditioned upon the timing and success of Western Powe v r action. 

2. The recent Soviet walkout from the Allied Control Council and Soviet efforts 
to Impede transportation to and from Berlin indicate that this program may already 
be under way, and, that while risk of war may be involved, the plan possibly can be 
effected without military violence. 

3. It is believed, therefore, that recent Western Power action may have caused the 
USSR to decide that: 

a. hope no longer remains for interfering through quadripartite means with 
the production of Western Germany upon which the success of the European Recovery 
Program substantially depends; 

b. the Soviet Zone must be placed under permanent control of a well organized 
German group, loyal to the USSR, and supported by police state measures; 

c. the Peoples' Congress should be the instrument for the formation of such 
a provisional German Government; 

d. in order to prevent Allied interference with this process of political consoli- 
dation, the Allied Control Council should be abolished, or permanently boycotted, and 
the Western Powers forced out of Berlin; 

e. the new German "Government" should be acknowledged, at a propitious 
time, as the official administration for Eastern Germany, with propaganda pretensions 
to authority over aU of Germany; 

/. the Soviet Army should remain as the "protector" of the new Reich pending 
creation of a new German Army, by agreement with this government; and 

g. in an effort to undermine the Western Power program Western Germany 
should be pressed, by all possible methods, to "rejoin" the Reich. 

Note: The information in this report is as of 2 April 1948. 

The Intelligence organizations of the Departments of State, Army, Navy, and the Air Force 
have "concurred in this report. 
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6. A Soviet-sponsored provisional government which would, in all probability, control 
the Soviet sector of Berlin, might attempt by constant propaganda and possibly by direct 
interference in the public utilities affecting the Western sectors to obtain the with- 
drawal from Berlin of Western representation in the event that any still remained 
The USSR could support this program with further concrete action similar to the 
transport block and declare the dissolution of the ACC, seeking to place the onus 
for its failure on the West. 

7. If, at any time, the Soviet Union decided that the new government of Eastern 
Germany is sufficiently loyal or adequately controlled by the USSR to be a trusted 
satellite, that further Soviet interference in Western Germany through quadripartite 
means is hopeless, and that the Western Powers are susceptible of blame for the 
partition of Germany, the USSR might officially recognize the Eastern German gov- 
ernment, and by agreement continue the "protection" of the Red Army while develop- 
ing a German Army and perfecting the police system. Both the USSR and the East- 
ern German "state" would then launch a campaign for German unity and independence 
designed to win sufficient German converts in the Western Zones to reduce materially 
German cooperation in the West and to attempt to undermine the program of the 
Western Powers. 

8. Although each of these successive steps involves the risk of war in the event of 
miscalculation of Western resistance or of unforeseen circumstances, each move on 
the program could be implemented without the application of military force if 
adroitly made as merely a retaliatory measure necessitated by unilateral Western 
Power action, and if pressed only at opportune moments. 
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- 2 - 

The Kremlin vill probably resort to the course outlined ia (l) 
and make e vigorous effort to persuade the western povers that the US5H 
is sincere in its promises of cooperation. She Soviet Union is likely 
to make a serious endeavor to Join its sone to the western zonss under 
a single government, unless western terns for Soviet oarticiTtttion in - 
a net/ quadripartite structure are prohibitive. If the Kremlin concludes 
that it cannot make the concessions demanded by the western covers , the 
USSa will likely adopt course (2) and announce the establishment of*& 
new state in- eastern Germany with propaganda pretensions of being the 
only legally-constituted German Bepublic and the representative govern- 
ment of all Germans. 



JL EILLE32ZOSTTZ& 
Sear Admiral, tf§H * 
Director of Central Intelligence 
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by such actions as: (l) demanding & Soviet voice in the control of 
the ruhr; (2) proposing that all politics! organizations not now 
permitted in various areas be recognized on a cuadripartite basis; 
13) ur&ing similar recognition of the Comnunist -dominated Free 
German Trade Union League in order to facilitate future Soviet 
control of a unified labor movement, particularly in the Ruhr; 
end W supporting rightist as well as leftist pc itical elenents 
in the west in order to add strength to the Soviet-controlled 
bloc. 



B - riscussio n of 7)osalble Soviet course (2) 



The present high degree of Soviet control over the eastern 
zone of Germany vould greatly facilitate the conversion of that 
area into a Salsllite state, if the Xxenlin decides to retaliate 
b 7 netting up a provisional governs ent in eastern Germany. Bb 
• serious opposition could arise within the zone to the appointment 

j under the prt tense of popular elections,- of Soviet candidates to 

-~Ji he lee 4i^- positions in the new str.te. £fce creation q£ such a 
! state, however, wou] J give the USSR no immediate benefits beyond 

f those now received xioa the sar.e area. Long-range benefits vould 

: be dependent u:o:i ths ^jceptaoje by opportunistic Germans of trans- 

| parent Soviet propaganda designed to depict the Soviet-sv>cnsored 

: 8tate a3 a restoration of the Reich. The USSR would attempt to 

[ . undermine the tripartite German state by urging the western Germans 

r to rejoin the Reich. Zxcept for the cuestionable value of such 

propaganda, the USSR would have at its disposal only strides and 
! sabotage with which to interfere with the economic and political 

recovery of western Germany. 

A Satellite state, in short, would pronise the USSR 
neither additional economic nor political benefits of any magni- 
tude. and would fall short of the immediate objective of blocking 
the western power program. Such a state would guarantee continued 
zonal autonomy and allow the westerr powers to continue their 
independent course without serious Soviet interference. 
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EFFECT OF SOVIET RESTRICTIONS ON THE US POSITION IN BERLIN 

SUMMARY 

Contrary to many published reports, the chief detrimental effect on the US of the 
, Soviet restrictive measures imposed in Berlin, since the walkout of the. USSR from 
the Allied Control Council, has not been interference with transportation and supply 
but curtailment of certain US activities having to do for the most part with intelligence, 
propaganda, and operations of the quadripartite Kommandatura. 

Concurrently with attempted inspection of US military rail traffic, the Soviets 
both tightened their "security" measures and manifested greater intransigence in all 
city affairs. As a result: (a) the general usefulness of Berlin as center of an intelligence 
network has been impaired; while in particular, access to Soviet deserters and anti- 
Communist Germans has been made more difficult; (b) since friendly Germans 
cannot move freely to and from the Soviet Zone or within the city, the US cannot 
as before, support anti-Communism within the Soviet Zone; (c) US propaganda 
cannot be freely disseminated except by radio; (d) commodities manufactured in 
Berlin cannot be shipped to the Western zones; and (e) the ACC and the Kommanda- 
tura have, at least temporarily, lost their usefulness in keeping up German hope of 
unity, revealing coming Soviet moves, and easing US-Soviet tension below the govern- 
mental level. 



Note: The information in this report is as of 1 June 1948. 

The Intelligence organizations of the Departments of State, Army, and the Navy have con- 
curred In this report; the 'Air Intelligence Division, Air Intelligence Directorate, Depart- 
ment of the Air Force, concurs with those portions which pertain to air intelligence. 
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Soviet Zone increasingly difficult; (b) Soviet travel restrictions on westbound pas- 
senger rail traffic nave curtailed the means of evacuation of refugees and deserters, 
who must now be limited to relatively high-level personnel warranting air transport. 

(3) Except for the capacity of the Berlin radio of the US sector, the value of 
Berlin as point for the dissemination of Western propaganda through the Soviet 
Zone has been, and despite new Soviet assurance* is expected to be, curtalle4.1?y Soviet . 
interference with the dissemination of Western* publications and impediments to the 
issuance of any German pro-Western material in the Soviet Zone. 

(4) The security and transport regulations nave limited the value of Berlin 
as a base from which the US can support anti-Communism in the Soviet Zone. West- 
ern Zone Germans can no longer easily enter or leave the Soviet Zone, while tightened 
police controls have reduced the capabilities and the freedom of movemenir of anti- 
Communist elements already within the Zone. 

(5) The Soviet-imposed demands for inspection of ail westbound freight have 
prevented the shipment of Berlin manufactures that contribute to the finished pro- 
duction of the Western Zones and eliminated almost all commerce between Berlin 
and the west 

(6) Although the Allied Control Council remains in the city to embarrass the 
USSR as a symbol of quadripartite agreement in Germany, its functional impotence and 
failure to meet since the USSR abruptly terminated the 20 March session has: (a) 
diminished remaining German hope of implementing the Potsdam method of unifying 
Germany politically and economically; (b) eliminated a sounding board for the revela- 
tion of future Soviet moves; and (c) eliminated a useful safety valve for easing US-USSR 
tension below the governmental level. 

The USSR still has at its disposal further means for harassing the US and making 
the latter's position in Berlin more difficult. These means include: imposition of uni- 
lateral traffic regulations on inbound food and freight shipments, attempted enforce- 
ment of unilateral regulations on the flight of Western Power aircraft over the Soviet 
Zone, complete repudiation of quadripartite Kommandatura jurisdiction over the So- 
viet sector of the city and the incorporation of that sector into the Soviet Zone, and, 
finally, increased efforts to create unrest among the civil population of the Western 
sectors of the city. 

Strategic losses such as the damage to US propaganda machinery, to intelligence 
operations and to the use of the US sector as a sanctuary for refugees from the Soviet 
system, cannot be completely retrieved except by the removal of all the Soviet-imposed 
restrictions and impediments referred to above. Though the US could recapture a 
degree of the strategic initiative by intensified clandestine intelligence operatiqns, such 
action could do nothing to remedy the unfortunate situation in which' recent Soviet 
hindrances have placed the anti-Communist Berlin city government or to relieve the 
tension brought by increased Soviet intransigence in the quadripartite Kommandatura. 
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REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY 
OF THE UNITED STATES 

SUMMARY 

1. The primary purpose of the Soviet blockade of Berlin is to compel the Western 
Powers to reopen quadripartite negotiation with respect to Germany as a whole (infra-, 
para.1). 

2. The breach between Tito and the Kremlin brings into the open the latent 
conflict between international Communist discipline and national interest which has 
been inherent in the situation since the expansion of Communist control beyond the 
historical frontiers of Russia and puts in question the ability of Russian-controlled 
Communism to retain power indefinitely beyond those frontiers. For the short term, 
at least. It seems probable that Tito wffl succeed m inaldng goM his assertion of Yugo- 
Slav independence (infciL, paras, 2 and 3). 

3. Tito's contumacy wffl probably cause a widespread and disruptive purge of 
Communist ranks which will complete the elimination of Communism as a formidable 
political movement fcrwestem Europe, but perfect the remnant of the faithful as a 
disciplined fifth column (Infra., para. 3>. 1 

4. The favorable general trend toward world economic 
the second quarter (Appendix). 

— • S. Unless the Arabs can force political concessions from the Jews during the next 
two months, logistical difficulties may compel them to withdraw their armies from 
Palestine. Under continuing guerrilla attack, howwer,'and in political and economic 
isolation from neighboring states, Isr^ 
outside Power or Powers (Infra., para. 11). 

8. Prevailing conditions throughout the Far East continue to be adverse to US 
strategic Interests and favorable to the extension of Soviet influence antra, paras. 
13-17). 

7. Latin America is approaching a political and institutional crisis which may 
seriously affect its ability to afford valuable cooperation to the United States (infra-, 
para. 18). 
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The Sorlet blockade of Berlin is consistent with the desire to negotiate indicated 
In CIA 6-48. The Soviet purpose in any negotiations, however, would be offensive rather 
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than deXcnslve or conciliatory. ' 

The blockade of Berlin Is designed, in the first Instance, to compel the Western ?' '-: 

Powers to reopen quadripartite negotiations with respect to Germany as a whole and ' )W 

to render them acquiescent to Soviet terms. At i» more cost than the relaxation of t /'• >'; 
this pressure for the time being! and perhaps minor concessions on such matters as 

reparations, the USSR would hope to gain an effective voice in the control of Western • "f: 
Germany and especially of the Ruhr. By this means it could prevent the consolidation . {J; j j; 
of a West German state aligned wttb the West and could gain an opportunity to bring 

about an eventual eastward! The corresponding [. 

broader c on sequences would be to reduce the contribution of the Ruhr to the recovery f 

of Western Europe, to gain a share In Ruhr production for the USSR and Its satellites, [ ( ;' ; 
and to prevent or retard the consolidation of a Western European community antagon- 
istic toward the USSR. 

If the Western Powers refuse to negotiate, however, or to accept ta negotiation the 

USSR's terms, the current blockade of Berlin will have so weakened the Western po- \ ' : ' f.\ , 

aition there as to hasten the day when the USSR would expect it to become untenable. { . '• v « : :•■ 

Denied quadripartite agreement on Oermany as a whole. In all probability the USSR j - . 

would intensify its presently ooendre btockade mto a decisive effort, by aU m [ ; ' i 

oi armed force, to compel therWestern Powers to withdraw from Berlin, would establish U ';' • 

there a "national" German government, and would employ every means of political !• " : . ." 

warfare and subversion to prevent the consolidation' of a West German state and to t - « 

bring about an eventual unification of Germany by accession of the West to the Soviet- !' 



The breach between Tito and the Kremlin is the most significant development in 
international Communism in twenty years. It brings into the open the latent con- 
flict between international Communist discipline and national sentiment which has ! • - ; . 
been inherent in the situation since the expansion of Communist control beyond the r ■* 
historical frontiers of Russia and puts in question the ability of Russian-controlled 
Communism to retain power Indefinitely beyond those frontiers. j. 0 
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The essential complaint against Tito is that he pursued his own political interest 
and the national interest of Yugoslavia rather than the objectives of the Kremlin and 
that he remained defiantly impenitent when called upon to confess his error and mend 
his ways. The principal issue was.probably bis persistent advocacy of a Balkan federa- 
tion, which could cloak Yugoslav imperialism and could result in the creation of a 
power capable of asserting its independence of the USSR in the international balance 
of power. An incidental aspect of this tendency was his disposition to exploit the 
situation in Greece to Yugoslav advantage and Communist disadvantage. 

The Kremlin's decision to call Tito to account appears to have been- taken in 
February, when he failed to practice self-criticism and abasement with respect to 
Balkan federation, as did Dlmltrov of Bulgaria. Tito's formal indictment occurred in 
March and was generally known throughout the higher echelons of the communist 
Party in Eastern Europe. The conflict became public, however, only on Tito's refusal 
to leave the safety of his own country to attend the June meeting of the Cominfoxzn. 

The open scandal has been most untimely from the point of view of Molotov and 
his diplomatic interests, suggesting a conflict of purposes; If not of personalities, be- 
tween him and Zhdanov, the guardian of ideological purity and party discipline. The 
Kremlin may have been so Hi informed as to suppose thai Tito would not dare to refuse 
the awful suromons to Can ott a. In any case, it was compelled to invoke open sanctions, 
against his contumacy, lest that demoralise the remaining satellites in Eastern Europe. 
The event is evidence that excommunication and Interdict were the only «flnrt1*m 
available to the Kremlin iln this case. 

The Yugoslav Communist Party is unique (except for the Chinese) in that it is 
of local development and self-contained. It is rooted in the Yugoslav Partisan move- 
ment, which was genuinely patriotic in its appeal, for aU its Communist leadership. 
Such outside support as the Partisans had came not from' the USSR, but from the West 
The Partisans could readfly be led again to defend Yugoslavia from foreign domination. 

The Kremlin cannot brook Tito's recalcitrance, but neither can It immediately 
overcome him, in view of the tayalty of the Yugoslav Party, Police, and Army to him 
personally. Even if Tito were to be assassinated, that act would malm him a martyr 
to Yugoslav independence and would stimulate rather than subdue Yugoslav resistance 
to Soviet do min a t io n . Economic sanctions would have only indirect effect, and might 
fores Yugoslavia into closer economic and political relations with the West Armed 
invasion would provoke a frensy of patriotic resistance, would afford greater op- 
portunities to the Western Powers, and would involve unacceptable risk of a general 
war. Only by long term penetration and subversion can the Kremlin got at Tito, yet 
each passing day of his impunity damages its prestige in Eastern Europe. 

Tito, for his part, cannot Immediately turn to the West without rendering his 
position vulnerable. He must demonstrate his loyalty to Communism and protest 
his innocence of heresy. Inexorably, however, the logic of his position win force him 
into association with the West as a factor in the balance of power, however Com- 
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munistic his domestic policy. The greater the pressure exerted on him by the Kremlin, 
the more rapid this transition will be, 

3. XzmCJUf ATXOMAJL COMMUNIST DXSCXPUBfS. 

The Kremlin is quite capable of exploiting the sentiment of nationalism tor its 
own purposes, as currently in Southeast Asia (para. 16). in both theory and practice, 
however, it cannot permit either individualism or nationalism to Impair the absolute 
obedience of local Party leaders to its own dictates. A conflict between such rigid 
discipline and local judgment is implicit in the character of international Communism, 
Apart from any latent patriotism, it may appear in a national leader's presumption 
of better understanding of the national temperament or of the local situation. This 
disciplinary problem is currently rendered the more acute by the fact Communists now 
man the governments of half a dozen supposedly sovereign national states. 

Within the Soviet Union the conflicting requirements of particular nationalisms 
and monolithic Soviet unity are reconciled by loose federation in the governmental 
structure and tight control through the parallel party organisation. A similar device 
would serve to reconcile the nominal independence of Poland, fbr example, with the 
absolute domination of the Kremlin, so that Poland's "independence" would be no 
greater than that of the Ukraine, but the effectiveness of the system would depend 
upon absolute party discipline. 

The Tito affair has exposed the Cominf arm as no mere information bureau, but, 
as supposed, the successor of the Comintern as the device for Kremlin control of 
foreign Communist parties and the governments or "independent" states where Com- 
munists are in power. Also made starkly plain is the Kremlin's subordination of every 
national interest and consideratira to iU own absolute power. This revelation should 
P rtrtttde »uthw political association of any patriot with international Com- 
munlsm and so reduce the Communist parties of Europe to those militants who have 
irrevocably tra^ 

Tms tended ha^ 

Msliment of the Comlnform, but the process is as yet by no means completed. The 
Italian Communists ^voided the JtWeitoire W M 
Aprn could command 8,000,000 votes, but In June they too adopted the strict Comln- 
form line, no doubt prepared to accept the logical consequences. 

In Eastern Europe considerable latent nationalism persists even among Com- 
munists, especially in Poland and Czechoslovakia. Ironically, the vehemence of the 
Albanian and Bulgarian denunciations- of Tito is attributable as much to individual- 
istic and nationalistic fear of Tito's ambition and Yugoslav imperialism as to Com- 
munist discipline. 

Tito's example could prove infectious in the non-Russian Communist world and 
cause a schism comparable only to that between Trotsky and Stalin. In any event 
the apprehensions of the Comlntorm win probably produce a widespread and disruptive 
party purge This process will probably complete the curainatton of Communism as a 
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formidable poliUcal movement in Western Europe; but at the same time It will render 
the faithful remnant more effective as a disciplined fifth column. 

The Chinese Communist Party is guilty of most counts in the indictment of Tito, 
but nothing is likely to be said about that 

4. Thjb Economic Thknd. 

The favorable general trend toward world economic recovery continued during 
the second quarter (see Appendix, p. 10) . 

PARTICULAR SITUATIONS IN EUROPE 



The most serious postwar crisis has found the British Government resolute In 
policy and strongly supported by the Britlshjaeople. Fears that wax weariness and 
economic weakness might induce a mood of appeasement in the face of Soviet menace 
have been disproved. 

The United Kingdom's international balanced-payments position remains critical, 
however, despite a marked increase in industrial production, a record volume of exports, 
a restriction of imports to approximately four-fifths of the prewar level, and the prospect 
of substantial £CA assistance. It seems clear that, even with ECA support, the drain 
on dollar and gold reserves will continue through 1948. 

6. Francs. 

The National Assembly, in apprevmg the Six-Power Agre 
narrow margin, "admonished** the Government ' to seek more extensive international 
control of the Ruhr, to avoid! the rcconstitution of an authoritarian and centralised 
Belch, and to endeavor to obtain *uadrl!>ar1to agteam 

Although the Government's adherence to the existing Agreement la unqualified it 
wm presumably heed the Assembly's -admonltW in its attitude during the further 
development of the situation In Germany. 

The Assembly's action on the Ox-Power Agreeinent coincided with an outbreak 
of violence as security forces broke up a sit-down strike In the rubber plants of Clermont- 
Ferrand. The strike, In support of wage der^ 

keep France In a ferment of, local economic strikes while avoiding another general 
test of strength with the Government until Communist control of labor had been re- 
established. Local militants; however,' teheed the occasion to instigate disorder at 
Ctermont-Perrand and to call sympathy strikes throughout France, and the Party was 
compelled to support them. This attempt to exploit the situation was defeated, how- 
ever, by the aloofness of nofeConnaunlst labor and the decisive action of the Govern- 
ment's security forces: within a few days the strike wave had subsided. The Com- 
munists, reverting to their previous strategy, are unlikely again to challenge the Gov- 
ernment until the "social climate" improves. 
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These labor troubles, however, point up the wage-price dilemma confronting the 
Schuman Government. The non-Communist unions, at the risk of losing members 
to the COT, have withheld wage demands in order to support the Government's 
effort to reduce prices. Retail prices, however, are rising again and arc already back 
at the high reached in February. The non-Communist unions are thus compelled to 
demand a return to price control and to consider demands for wage mcreabes. The 
Government's position is rendered the more difficult by the fact that DeOaulie, in 
an eflort to win labor support, has now seized upon this issue and instructed his labor 
. cells to take the lead in wage demands. Some upward adjustment of wages would 
appear to be politically imperative, but satisfaction of the workers* demands would 
launch another round of inflation equally dangerous to the Schuman Government. 

I ' • 

7. Italy. \ 

Like their French comrades, the Italian Communists are seeking to reassert their 
leadership of labor by exploiting legitimate economic grievances, with particular 
reference to inadequate pay and increasing unemployment Their latest device, a series 
of token general strikes in successive industries, has met with success because of the 
inability of non-Communist labor leaders to oppose them on these Issues. 

The Socialist Party Congress rejected Nenni's lea der s hip , the Popular Front as an 
electoral device, and resistance to the European recovery program, but these concess io ns 
to rank-and-file sentiment were offset by lack of progress toward reunion with the 
moderate Socialists and a resolution In favor of continued collaboration with the Com- 
munists. Although the situation within the Party is fluid, developments probably 
depending on factional opportunism, continued indirect Communist control of the 
Party apparatus may be s u sp ec t ed. 

Meanwhile the Government has taken no constructive action to allay labor dis- 
content, and appears unlikely to do so before the Impending adjournment of Parlia- 
ment Its inactivity with respect to promised reforms has caused concern among its 
~ Socialist and Republican members. The policy of the Government may be to rely on 
EGA allocations to ameliorate economic conditions m Italy, basic reforms being opposed 
by powerful Indu Ariel and ecclesiastical influences. Such a policy would play into the 
hand of the Communists. . 

8. Germ amy. 

The Western German attitude toward the Six-Power Agreement remains unen- 
thusiastks (CIA 6-48). Both major parties, the Social Democrats and Christian Demo- 
crats, argue that the people are more concerned with economic than with constitutional 
problems and hold that nothing more than a basic administrative statute could be 
formulated in present circumstances In keeping with this attitude, the representatives 
of the eleven Western laender have agreed to the proposed establishment of a central 
administration at Frankfurt, but have requested that the words "constitution" and 
"government** not be used with reference to it 
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The Initial effects of currency reform In the Western Zones have been generally 
good. The ultimate effect will depend largely on increased production of consumers 
goods before goods hoarded hitherto have been sold off. In contrast, Soviet currency 
reform appears to have been hasty and slipshod. Despite the preeariousness of the 
situation in Berlin, Western marks are at a premium there over Soviet marks. 

The German population in the Western sectors of Berlin continues to be strongly 
anti-Soviet in attitude. Its faith in the Western Powers has been strengthened by 
their evident determination and the scale on which supplies are being flown in. 
These Germans will generally remain steadfast in this attitude unless their will is 
sapped by starvation or by conviction that Soviet occupation is inevitable. 

The British embargo on shipments into the Soviet Zone has had a damaging effect 
on the economy of that area and has correspondingly enhanced the bargaining po- 
sition of the Western Powers with respect to the blockade of Berlin. 

9. Yugoslavia (see also para. 2). 

Even before Tito's break with the Com Inform, the Yugoslav economy was in 
difficult straits (CIA 6-48), largely because of the Inability of the USSR to deliver capital 
goods, and Tito had shown anxiety to obtain from the West the economic support 
which the East could not provide. In present circumstances, and in view of the 
"technical difficulties" which have already arisen with respect to Danubian shipping 
and Rumanian oil, Tito will be an the more anxious to develop trade with the West 
Bis economic need, however, Li balanced by political necessity to avoid the charge that 
he has sold out to Wall Street, so that great delicacy is required in this matter. 

THE NEAR AND MIDDLE EAST 

10. Gauccs. 

The resistance met by the Greek Army In the critical operation of its summer 
campaign indicates that the guerrillas ant not yet ready to abandon their cause as 



Markos, already apprehensive of Yugoslav designs on Greek territory, has no 
choke but to adhere to the Oominform in its quarrel with Tito. He wffl presumably 
receive the continued support of the Cominform, Albania and Bulgaria. Supplies 
stockpiled for him in those countries are sufficient to keep him in business for some 
time, if he can avoid defeat in the field. 

11. Palestine. 

Since 15 May the Jews and Arabs have experienced four weeks of bitter hostilities 
j and four weeks of uneasy truce, without any weakening of either Jewish determination 

to establish a sovereign state or Arab determination to prevent It The period of 
hostilities led to a military stalemate. The period of truce was advantageous to the 
Jews. The Arabs have now refused to accept an extension of the truce unless their 
proposals for a political settlement (a unified Palestine with restrictions on Jewish 
immigration) are accepted as the only basis for further negotiation. 
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In the resumption of hostilities the Jews will probably seek to consolidate their 
control of the coastal strip and of Galilee and to gain complete control of Jerusalem. 
The Arab main effort will presumably be to reimpose their blockade of Jerusalem. 
The success of the Arabs is doubtful in view of their acute shortage of ammunition. 

Unless the Arabs can force political concessions from the Jews within the next 
two months, logistical difficulties will probably compel them to withdraw their armies 
from Palestine. However, they can be expected to support guerrilla operations there 
indefinitely. Arab raids, non-recognition, and economic sanctions wfll isolate and 
harrass Israel, Impose upon it a heavy burden of defensive precautions, and stifle its 
economy. Israel will thus remain entirely dependent on the goodwill and support of 
some outside Power or Powers. 

12. Tm Middle East. fei 

The new Hajir Government in Iran gives promise of a resolute policy toward the :f?; 

USSR and even of some internal reform. Hajirt success wfll depend largely on the ! " ; 

continued support of Qavam against the bitter opposition of anti-court and radical j. v - 
elements. , 

The potentially explosive Kashmir and Hyderabad disputes remain unsolved, but W 

the danger of armed confiictbfttween India and Pakistan appears not to be immediate. ;/ v.. 

THE PAR EAST » . }^ 

13. Genxhal. 

Prevafling cond it io n s throughout the Tar East continue to be adverse to US stra- 
tegic interests and favorable to the extension of Soviet influence. Fear and suspicion 
of US efforts to bring about the mdustriai rehabilitation of Japan are widespread. . 
Uncertamfyasto thecontmuancec^ ; . ~ 

--South Korea and the rapid deterioration of the situation in China are both damaging 
to US prestige and Influence. Southeast Asia jhas recently been the scene of Intensive 
Soviet and Communist activity apparently intended to deny to the Western Powers the 
strategic materials produced in that area. | 

• • 14. Koaxa, 

The "National Assembly" In Seoul wfll rjrobably establish a professedly national 
government for Korea on 15 August The North Korean radio has threatened that, 
In this event, a national government, including South Korean representation, vffi be 
established In the North, and that this government will demand the withdrawal of all 
foreign troops. 

In keeping with previous estimates, the Soviet strategy foreshadowed m this propa- 
ganda Is to delay until US responsibility for the division of Korea is "proved" by the 
Inauguration of a separate South Korean regime and then to establish the proposed 
Korean People's Republic In the North, with membership from both sections of the 
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2 . • 

country, which the government at Seoul would lack. At the request of the People's 
Republic, Soviet troops^ould be withdrawn. At the September session of the UN Gen- 
eral Assembly the USSR^would.then demand that the People's Republic, rather than 
the government at Scoul;%> recognized as truly national, and that US as well as Soviet 
forces be required to withdraw from Korea. 

s ft • 

15. China. * ■ , 

■ K * • • ' 

Within the past month the prestige and authority of the National Government 
have sunk to a new low marked by the sudden fall of Kalfcng and the spectacular - 
decline in the value of the Chinese dollar. 

The National Government has no program for arresting the continuing deteriora- 
tion of the situation. Despite; increasing criticism, Chiang Kal-sek continues to rely 
on personal adherents, inducing many of proved Incompetence. In default of effec- 
tive national leadership, provinc|al-authorities tend increasingly to shift for themselves 
on a regional basis. This tendency, Involving conservation of local military and eco- 
nomic resources, hastens the (^tegration of the national effort 

Continuation of the existing trend in China will Inevitably result in chaos, from 
which wfll emerge either general Communist domination or a new period of regional 



16. SotmrxASTAsu. • ri 

The extent of Soviet penetration! in Southeast Asia (CIA 6-48) has been rendered 
more apparent by the outbreak of violence In Malaya, where local Communists (pre- 
dominantly Chinese) are conducting ^campaign of destruction and terrorism against 
the operation of rubber estates and tin mines.; A major British effort win be required 
to safeguard the continued rjroducttori of these strategic materials. 
r - . At the same time, the endurance of Vietnam as the principal stronghold of Com- 
munist influence in Southeast Asia Is underscored by the Ineff ectualness of the French- 
sponsored Xuan regime and the aniblguity of French policy t^ 

By supporting native nationalism throughout Southeast Asia the USSR is not 
only undermining Western political domination of that area and spreading Communist 
Influence there, but is gaining a capability to deny the strategic resources of the region 
to the Western Powers. 

17. Tnx Philippine. 

The grant of a general amnesty to the Hukbalahap and the seating of its Com- 
mist leader, Luis Taruc, In Congress may result in solving the Philippine Govern- 
ment's most vexatious Internal problem, if the Buks actually surrender their arms, 
as required, and the Government actually carries out promised agrarian reforms. This 
reversal of the policy of the late President, however, is a further manifestation of an 
increasingly nationalistic (anti-US) trend to Philippine politics. Taruc, as a Com- 
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munist, opposes US influence under color of ardent nationalism and In effect h«u imposed 
his own terms on the Government as a precondition of his acceptance of amnesty. 

LATIN AMERICA 

18. General. 

It is becoming increasingly evident that Latin America is approaching a political 
and institutional crises which may seriously affect its ability to afford valuable coopera- 
tion to the United States. Stability in the region has been shaken by the impact of 
rising Import prices on raw material economies, by the disappearance of many of the 
former bases of political power, and by the ability of the extreme right and the extreme 
left to exploit the growing power of labor. Merely palliative measures, such as repres- 
sion of Communist parties, axe unlikely to cure thoTinderlylng unrest, or to create a 
new broad basis of political power, or noticeably to diminish the capabilities or sub- 
versive elements to exploit the disturbed situation. Continuing tension between Inter- 
national alignments in the Caribbean, internal struggles for power In Panama, Ecuador 
and Peru, instability in Bolivia, and the long-continued inability of the President of 
Chile to govern without extraordinary powers are symptoms of the general condition 
ofaffairs. Even Argentina,* /ew months ago seemingly stable and prosperous because 
of advantages seized in a sellers- market, must now, with the disappearance of these 
temporary advantages, consider increasingly authoritarian measures to augment pro- 
duction and may, /ailing substantial US aid through EGA purchases or otherwise, yield 
to nationalistic pressure for non-cooperation with the United States. Generally 
increasing pressure for US' aid is merely additional evidence that Latin American lead- 
ers cannot find within themselves or their countries the means to restore stability and 
achieve real authority for thdr governments. 7 
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APPENDIX 

DEVELOPMENT OF THE WORLD ECONOMIC SITUATION DURING THE 
SECOND QUARTER OF 1948 

GENERAL 

World economic recovery, as measured by Industrial output ami International trade 

u^foTrtSZTS * T * indUStltel couW < 1 « 

Ure^^r«omtr^tlon of war-damaged-facllitles and modernization of Industry. 
M«. of most Internationally traded primary commodities remained tan; the pS 
^.t how«er. declln* about S percent, while prices of several metals^ noX tta 
ttributahto to strikes and laboTu^ C 
reZT. It 014 " U4rter - «»* OommunisMnstigated labor disturbed 

remain a serious threat to production in parts of Western Burope and Southeast AslI 

STEEL AMD NONFEBBOUS METALS 

Steel producUon expanded at an accelerated rate In several of the major industrial 
ma^T. J* Sf?" K,1,8d0m • *■ UM * tae '"P""" '» nua " * >«P<»»^ 
SSSSJLSJf'tr - * ""^ '^^-^^ponully.of 
ra^rtfS ™ „ t,HU if r ^ l^wproducae MM a rate of vfamm 
h^msatun«^.whlelt rate waaabove expectattoos. In the Hton. of Ge3° • 

^t^ etaS J >r0dUCe<I * °* ,UmQalrate « mUBou metric tonHm^ 

f^™ 5 of P roteWe «*«lty. ThlsshortZmaybt 
corrected yet this year If more high-grade Iron ore Is obtained from foreign sources and 
an ade^tte share of domesUc scrap and coal are allocated for this purpose. Z7e 
%S£T£l !?* «2 rt "» «* «■«* temporarily In the spring owtoVto tta«w 
^ w PrcdUCU ° n deCtoed M about TO percent of capacity, but ^mS- 

S» an a«u.ua. rate of 82 mlUlon metric tons, equal to the waWmaxl 

manL World-wide requirement, for steel, however, continue to exceed availabilities. 
SuppBes of chrome, mckel. and other alloy steel, and steel^inT^ta^aZuS 
not plenUful, are in general meeting minimum requirements^ ^ 

Ko^crrousaetal. continued In .hort world »pply „ demand wa. mrfntataed at 
a high levo>. ^il8 world shortage may grow more acute during the second half of 
m^ousn »me Western European countries wm.ohtaiTljt 

ZZTZ^T"*?*** * , " n " m " ,a " aWe to * hem *• A"' »»« of the 

year. With demand running persistently ahead of production, price, of lead, tta, alumi- 
num, and antimony Increased during the second quarter, with a continual oflh. 
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tight supply, nonfcrrous metal prices may lie expected to hold (Urn throughout the 
remainder of the year. 

The production of lead and sine is increasing: in Canada, Mexico, Australia, and the 
United States, although Mexico had a marked set-back Jn the early spring owing to 
labor strikes which have since been settled. In Australia any increase in the avail- 
ability of mine production will depend on improvement in transportation facilities. 

Copper production in Canada, Chile, and the United States is increasing, but there 
is little change in Northern Rhodesia and the Belgian Conga 

Mine production of tin in Malaya and the Netherlands East Indies is larger as a 
consequence of rehabilitation of the mines, but local authority in Malaya is presently 
being threatened by terrorist activities which are in large part Communist-inspired and 
directed. There is also some improvement in Bolivian tin production whereas the rate 
of production in the Belgian Congo and Nigeria has not changed materially. 

The antimony shortage is becoming more serious. BoUvian output is Increasing 
but production In China is only a fraction of normal. Mexican production was impeded 
by labor difficulties in the spring of the year and by the wide discrepancy between the 
price paid for ores from smalt producers and the world price for the metal. 

Aluminum production has been hampered by shortages of soda ash and electric 
power in Europe and by floods and shortages of electric power in the United states. 
There were, however, substantial increaser to output In Canada and Norway, supplies 
of secondary aluminum accumulated from war scrap in European Countries and the 
United States are virtually exhausted. Bauxite production has increased much faster 
than aluminum; consequenUy, there were no shortages of that raw material except 
where in a few Instances transportation was a temporary bottleneck. 

COAL AND PETROLEUM 

Compars^witttthesan^ 
• • coal producing countries, except the United States, when about 48 million tons of coal 
werolort through st^ 

appreciably interfere, however, with meeting the requirements of Western Europe, 
te view of the rising output of coal in the United Kingdom, Germany. PolanTand 

the United States, thei^rolea^ Aside from 

scene shortage of cokli« e^ 

to meet requirements, although transportation was at times Inadequate to move coal 
out of Germany and Poland to importing countries. 

World production of petroleum, except In a few areas, notably the Satellite States 
of Eastern Europe and recently Iraq, has been runntag well a^ Pro _ 
ductton was adequate to meet mounting requirements in the United States and else- 
where In the world except In some parts of Europe, the Middle East and Far East 
where inadequate refining and transportation facilities have caused shortages of refined 
products. 
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World production of crude and synthetic rubber is now ample to meet demands 
lor current consumption. Synthetic rubber production in Canada, the Soviet Zone of 
Germany, and the United States has declined in recent months compared with the 
corresponding period a year ago and will be substantially less for the year as a whole 
than for 1047; synthetic rubber production in Western Germany ended on 1 July. The 
large output of the USSR, however, is expected to increase moderately in 1948. 

Communist-instigated disturbances in Malaya, which produces about half the 
world's supply of crude rubber, may, if continued, seriously curtail rubber production 
In that area. In such eventuality United States operating and standby capacity for 
synthetic rubber would be ample to offset a substantial decline in receipts of Malayan 
rubber. 

Increasingly large Soriet purchases oTttalayan rubber at premium prices and 
with provision for special packaging indicate stockpiling of that commodity by the 



CHEMICALS AMD FERTILIZERS 

The world-wide shortage in many chemicals, including nitrogenous fertilizers, con- 
tinues. Scarcity of alkalies, coal-tar crudes, nitrogenous fertilisers, and other basic 
chemicals will not be alleviated for a year or more, but improvement may be expected 
as coal supplies increase and new or rehabilitated production facilities become available. 

The alkali shortage has limited production of rayon, glass, aluminum, and many 
industrial chemicals. Recent increased production of alkalies in Western Europe has 
been due principally to rehabilitation of war-damaged plants and increased supplies 
of coal Ho new major production facilities are expected to come into operation in that 
area for a year or two. Over half of the German production is in the Western Zones, 
where several important plants, were severely damaged by bombing. In the USSR a 
large part of productive capacity of allcalies was destroyed du^ 
be faUy restored until 1050 or later.. Output of the Eastern European Sate^^^ 
regained the prewar level. In the United States, increased capacity recently completed 
is still insufficient to meet both the domestic demand and the export demand, the latter 
mainly from LattaArnerica and Southeast Asia. 

The shortage of coal-tar crudes, which are used mainly by the plastics, dye, and 
synthetic organic chemicals industries; is directly related to the rate of operation of 
by-product coke ovens, which in turn are dependent on adequate supplies of coking coal. 
In Western Europe the.improved coal situation, which had previously limited opera- 
tions, made possible an increase in output of these products. Further rehabilitation 
of plants c= la few new installations, together with adequate supplies of coal, should 
materially alleviate the shortage of crudes in that area before the year-end. In the 
USSR the large number of by-product coke ovens destroyed during the war arc in 
process of restoration, but reconstruction work -win not be completed until 1950 or 
later; consequently the shortage of coal-tar crudes in that country is acute. In the 
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United States the second quarter coal strike resulted in a substantial reduction in out- 
put or coal-tar crudes, the domestic and export demands for which show little sign of 
abating. 

Chile, the United States, the United Kingdom, and Belgium continue as the world's 
largest postwar exporters of chemical nitrogen, although the United States is on a 
net import basis. The more than doubled output of the last three-named countries 
since 1937 has not been sufficient to compensate for production losses in other former 
major producing countries. Germany, once the largest producer and exporter of syn- 
thetic nitrogen, now depends partly on imports because of war-damaged or dismantled 
plants and restriction of production by the occupying powers. Japan, formerly the 
second largest producer of the synthetic product, now depends on Imports to a much 
greater degree than formerly. Rehabilitation of plants In the Netherlands. Trance, 
Italy, and Poland, and operation of German plants at greater capacity, together with 
more plentiful supplies of coal, will reduce the nitrogen shortage In the current ferti- 
lizer year. The USSR, although exporting small quantities of nitrogen to neighboring 
states and India, is increasing as rapidly as possible its chemical nitrogen industry, a 
largepartof which was destroyed duringthewar. 

FOOD 

The per capita supply of staple foods In Europe, Asia, and certain other areas 
1 abnormally low. This was especially true of cereals, meat, and fats. The 
situation was alleviated somewhat, however, by larger exports of grain from the United 
States than had been anticipated and by an exceptionally mild winter and early spring 
In Europe, which lncrmvfl sig n ifica n tly the production of dairy products and vegetables. 

The acreage planted to food crops to be harvested In 1048 showed a substantial 
increase over plantings in previous postwar years. In general, temperatures and rain- 
fan have been favorable to the early growth and development of crops, particularly to 
_ North America and Europe, thus indicating a 1948 food harvest almost equal to prewar 
harvests. 



WORLD TRADE 

World trade continued to Increase during the second quarter of the year, although 
trade and exchange controls were almost everywhere maintained. Increases In pro- 
duction of goods for export, In combination with a ready world market, contributed 
largely to the continued world trade expansion. 

Trade among the Western European countries, however,, is currently impeded by 
serious payments problems, which In turn reflect the economic vacuum left by Germany 
and the inability of the United Kingdom to assume its prewar role in European trade. 
Although European countries have made substantial gains In reviving their export 
trade, It is estimated that their current volume of exports is only about two-thirds 
that of 1937. The volume of European imports, on the other hand, approaches or sur- 
passes that of the immediate prewar years. The United Kingdom, however. Is a notable 
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exception in both eases. The exchange and transfer problems thus generated have been 
heightened further by rising price levels. Western European exports, though lagging 
below prewar, have increased moderately since a year ago. Eastern European coun- 
tries are exporting little more than half their prewar volume. 

Exports from the United States fen well below the level for the corresponding 
months of 1947 primarily as a consequence of the world shortage of expendable gold 
and dollars. Nevertheless, on a quantum basis United States exports during the first 
half of the 1048 were at a rate about double that of the prewar years. United States 
Imports, on the other hand, though increasing in volume moderately over the level of 
1946-47, were only slightly above prewar. Consequently, the dollar gap between United 
States imports and exports continued to be large and contributed cumulatively to 
monetary and exchange problems abroad. In 1948 and 1947, the united states had a 
net export balance of roughly 5 to 10 billion dollars respectively; in 1948 its export 
balance was at an annual rate of about 6 bimonjlollars. 

* • ♦ • • 

The progress toward economic recovery observed In this summary of developments 
durtag the second quarter of 1948 is encoiiragir^ It must be strongly emphasized, how- 
ever, that the attainment throughout the world of conditions of economic well-being, 
even approximating those prevailing before the war, will require still higher levels of 
production in many countries and a larger volume and better balance In world trade 
than at present 
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DISSEMINATION NOTICE 



1. This review has not been coordinated with the intelligence organizations of the 
Departments oC State, Army. Navy, and Air Force, though information copies were 
circulated on 14 July. The information herein is as of 12 July 1048. 

2. This copy of this publication is for the information and use of the recipient 
designated on the front cover and of individuals under the Jurisdiction of the recipient's 
office who require the information for the performance of their official duties. Further 
dissemination elsewhere in the department to other offices which require the informa- 
tion for the performance of official duties may he authorised by the following: 

a. Special Assistant to the Secretary of State for Research and Intelligence, lor 
the Department of State 

b. Director of Intelligence, OS, USA. for the Department of the Army 

c. Chief. Naval Intelligence, for the Department of the Navy 

d. Director of Intelligence, USAF, for the Department of the Air Force 

e. Director of Security and Intelligence, ABC, for the Atomic Energy Com- 



/. Deputy Director for Intelligence, Joint Staff, for the Joint Staff 
g. Assistant Director for Collection and Dissemination, CIA, for any other 
Department or Agency 

Z. This copy may be either retained or destroyed by burning in accordance with 
applicable security regulations* or returned to the Central Intelligence Agency by 
arrangement with the Office of Collection and Dissemination, CIA. 



WARNING 




DISTRIBUTION 

The President 
Secretary of State 

Chief of Staff to Commander In Chief 

Secretary of Defense 

Secretary of the Army 

Secretary of the Navy 

Secretory of the Ale F orce 

Executive Secretary. National Security Council 

Chairman, National Security Resources Board 

Chief of Staff, US Army 

Chief of Naval Operations 

Chief of Staff. US Air Force 

Joint Chiefs of Staff . 



harry S- Iruaa.t Library 
Papers of Harry S, Truman 
c residant T s Sacretary's Fila 
rational Sacurity Council 



i 



205 



11-14: 




\ . ' .< fa>S£GSf ' 11 1 




CENTRAL I NTELLI GENCE AGENCY 



WASHINGTON 25. D. C. 

document {us been 
approved for release through 
t*# HISTORICAL RTOW PROGRAM Of 

the Central Intelligeno* Rgnoy 




'X! 



10 Secenber 19^ 



She recent action cf the U3SE in recognising an 
east Berlin govsmnent 1b representative -of the shift t;hich . 
has taken' place in the Zreniin*s estimate concerning its 
capabilities in the Berlin dispute. Criminally, it appeared 
that the Soviet blockade of Berlin was designed pricarily to 
gain western power, concessions regarding western Gemany 
and secondarily to force 'the US, the US, and: Prance to evacuate 
Berlin* She. refusal of the western powers to negotiate under 
duress has apparently convinced the Srealin that its chance 
of gaining the priaary objective is resets. Soviet strategy 
is now concentrating upon the secondary objective, with a view 
to forcing the Vest either to evacuate the city or to negotiate 
on terns which will nek* the western position in Berlin inef- 
fective and eventiiAlly .untenable. 

Stringent blockade V ?n pursuit of this objective, the USSR 



nc y now inpose a nore stringent blockade 
rlef Berlin. • She USSR nasi cite the recent 



of th* western sectors kf Berlin.. She USSR can. cite the recent 
'•illegal" elections £n the western sectors, or the possible 
introduction of the western nark as the sole legal currency 
in the western sectors, as an excuse to throw a cordon around 
the western. area «nd thus enforce a blockade such core effective 
tlpa the present one.' She successful sealing-off of the 
-estera sectors of the city, cosbincd with the establishment 
of the east Berlin government, vould seriously dasage both 
in\^rUn! Cal the ! acon6aic of the western powers 

Political effects I» the political real*, the effect of this 
vn double aetisa would be to: (l) destroy 

rl::.;:f ie *** 3jrli^is a unified city, thereby noting ITJ 
!2 s ; fl: 8 ?^ o r e - 5£jL1 2 * r1 ^ «11 hut iapossible to 

—Pls-eru; (2) hanper the administration of Berlin's western 
tecvors 07 cutting off the operation of public utilities and 
Z** bas^s; (3) dispirit pro-western e£- 

s *1* Sc-i J V ? ^ iticaX oati-Connunist Oer- 

^•^.S'i d * =e , rter ° 5 ^ (5) reduce the c*pabilU*es of 
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l fflw •coBjntc effects of thle aettoa vould 
aiooateft Sulla*** . to oaiataia a niatnua *»teau Lm* f~ 

Sari-in*** * city; w «it off thotaaads of 

Soviet soettioai Ihe .lateaeifieetioa of the Soviet Blocked, 
of the 3 fl ^« t JL f " ? ' ma, coaW »*4 the eetaolishBeafc • 

^fiotUti^tt^S SNSffi VikEft* 1 * 1 , 10 3tUrtis * r 
westers sectors of 2<>-H= I- it* ^i. » «Sr>lieaoU only to the 
of -eeatera 3ei-lia W v £vJ22f S<,v *«*-««&*»Ued resise . 
neat for thf S.^Sifl&Sffr * " "" ^ M^ 
to ihe aetitraf alUoao i*^£ «- 011 "latioa 
*t &•<•» Ss«.flT^ . TC » hevewr, uoald he a plain 

of thl. rf&i? • .-SaSAl ST Acceptance 
trol orer to* S oSt£ao1a £5K'2S?1"'- ^ 
to a jrolehle Ut*^t£^^l£L £^ 2ff"=»at. lecdiag 
sower. Stxeh coatrol W^S-!%S^^ a ■***»*»*»«*• . 
its elective. . teMSufSSJ? «5Sa altt^tely to realise 
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A tested source i 



1. 



2, 



The view is not? held by higher SED officials and inforoed 
functionaries on the SED Kreie level thot the nature of party 
work in Berlin will be basically changed 'soon. These 
functionaries point to the recent division of the SED and 
KPD as an example of how the situation in Berlin will develop. 
They exoect a clear distinction between the normal SED oarty 
work in the Soviet Sector* of Berlin and the work to be done 
in the western sectors. This distinction will be forced by 
an outlawing of the party in the western sectors. All 
necearary initial ©reparations for illegal work in the 
western sectors have been made, particularly in the selection 
of personnel , She Landesvorsfcand of the SEP will be able 
immediately to delegate assignments to party members who 
are known bo be reliable t and has already selected safe 
houses and clandestine meeting and storage places. The 
Landesvorstand'* attitude on the western sectors is demon- 
strated by its unwilling!^ cs to allocate money or supplies 
to them. One functionary said on this points 'When a 
business man sses his business going broke, he naturally 
doesn't throw wore r,oney into it«" 

The considered opinion among informed functionaries is that 
on going underground the SED membership in the western sectors 
will full nt once to five or ten per cent of its present 
strength. The loss in numbers will be compensated for, 
however, by more intensive and efficient work t.ian is 
possible with the present cumbersome party organization 

The £*irst measures of the illegal party work will bes 

o. Intensive propaganda on a nationalistic line, stressing 
unity, freedom, reconstruction, and the two-year olan, 
«?.nd the "colonial politics" of the Western Fowersw mi been 
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A tested eonroeyp 

i 

JJf?**?** 6 °* the BSD ranks wfaibh was announced in September of 
}948 Jias aa .yet been unsuccessful. The Screening Commissions 
(^J2^Wtogskoamis.sionen;) have hot met the deadlines set by 
thefljD J^fWiitandJerlin for the completion of their work. 
Dismissals from 5 the party have riot beerf great, in number, and have 
for the most part resulted from the individual dishonesty of mem- 
bers rather than from unrelia"bility as determined by the Screening 
Commissions. Current membership figures for one of the western- 
sector SBD Kreise are quoted below as an illustration! 

MMahbership as of 30 November 1048 1,292 

Membership as of 31 January 1948 928 

Dismissals during this period 100 

Resignations, during this period 315 

Admissions during this period. 51 

JfMS 8 }* 11 **^* art>ear to indicate no one general trend. In- 

party or /S K S^ n *'^ t rttX.1tl» t of SK ? *» a » 

fo J ; BM W^^ 0 ^^^%^ w g« a WM^ taking applioanta 

applioante InitSiS receive £«5t2 E$?J ion \ ? nd f r *Wa.«yaten 
party booka, and ari aotaallr £»d£ SSJi 0 ** 9 !! bo <*? *•*>»•*■ ^an 
atratlna th liy »i?i?^SS5 r4? J*??. P^*y nenbara only after demon- 
■^Mjafcjgsa^aaaBBSsg Stgorlc. inetruotioM now . 
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REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY 
OF THE UNITED STATES 



SUMMARY 

1. The context of power relations to which the USSR has lifted the Berlin blockade 
and secured Western agreement to reconvene the CFM is such as to suggest that the 
USSR may intend to seek some sort of agreement. There i« no evidence that necessity 
obliges the USSR to seek agreement. There are, however, elements in the situation to 
justify thinking that the USSR may desire agreement in order to pursue its long-term 
objectives by other methods. 

Analysis finds two basic alternative coursesjjefore the USSR. The first is to enter 
negotiations solely in order to attempt to delay and confuse Western policy. The 
second is to enter negotiations with the Intention of reaching an agreement that would: ' 

a. At the minimum, remove Germany as a "bone of contention," while permitting 
the East-West struggle for the German potential to go on more slowly and through other 



b. At the maximum reach a ditentc with the West in Europe, in to permit 
the fuller exploitation of opportunities elsewhere— especially in the Par East 
The first would be essentially a continuation of tactics that have already reached a 
point of diminishing returns. The second would constitute, not a change in lundamen- 
tal objectives, but a genuine shift in the emphasis, timing, and direction of approach. 

No firm conclusion can yet be drawn about a Soviet choice between these basic 
alternatives; but it is expected that the course of the negotiations r in permit a judgment 
to be made. The logic of the situation suggests that the second alternative is the more 
Mkely to bo enveloped. 

2. There have been no dgnifi^t changes to 

Latin America that require examination in relation to US security. Certain selected 
events, however, have been noted: (a) India remains a member of the Cbxunonweatth* 
(b) the Greek guerrillas make peace proposals; and (c) Zaun's coup in Syria revives 
Arab disunity . 



: ThU xerlew has net beta coordinated with the Intelligence organizations of the Depart 
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REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY 
OF THE UNITED STATES 

1. Gekmaki: Bloouu mo, Hmotjaitoiu. 

n« situation created by the lifting of the Berlin blockade and by the agrcment to 
reopen Four-Power negotiations on Germany is here examined in a broadTZb^ 

Sn^dtn^T^l^ ee ,^* h * ,fyelm broader contents 

ofO,7rm^ 7^ "» eloboi power relations and the respective power potential, 

WaH£ ^fl f ^ 7 ChaageI 111 1,16 n * Un P* 1 *™ M potentials of the 

^<«a the East Third, the long-term importance, to both West and EasTof con! 
troulng-or neutraifcing-th. potcnthd of Central Europe (Germany^IuX 
Brood Contexts examined 

.nA S^rtt^ ^J^ 2 " P * balanM Sheet ^ 0,8 «*urity positions of the us 

^^ZZ*™?"^- topr07ed posiUan 1,1 ^I*- Kwasf^erettonated 

North ^^e^^fjiTa^ T * "* W """^ « 
bvthatJS.mi bZuT, ^ a nulJtu » program was contemplated 

tot^SS.^^ " 010 " mM ^ aU0D "»d «»trol of it, orbit began £ run 
•ubjohdcujuos. During the some year, Chinese Communist force, bronoht »k«,f 

W^nn^e was then so«^lU,fe of Commmnst JnZi^Se 

SSeSTt ^r-»««. thongh politically mor, ecmnd. *M*%S5 

oftheUKlenmuchtobedesu^toanycalcuUtlonMaDowerbalanM, w^TrJ. 

££L^L~.h oth« hand, tti Chinese Communlsta showed few etgTS the 
taockont pm™ they were to develop. NattaaUst moeement, In Southeast ~A»Ur were 
^TlT, 0 ,™* °' rather «»» « P°t«t pouttcaf^ 

tar^Lt , ^ KUr0I, *• ^ tatemt m maintenance of Four-Zor 

to^edtmTT^ ^tpoUcyfor^asawhoiear^forO^ny^S 
a^af^i? ^ T °' taetta «"■»* tte o^Uon of Western eflortsWp 
« bad situation from setting worse. Obstructionism and a readiness to exploit^ 



£per s S cf T Cr"%"bra'- y ^' 
"rollout. s s2 S : Tr,, »*" ; 



220 



11-19: ( Continued) 



s consequences, working on an apparently ^.veil-defined drift toward political, economic 

* 0,1(1 social confusion, might be presumed to be leading to Soviet hegemony in Europe. 

However, a Western reaction to the state of affairs in Europe gradually developed 
S under US stimulation; and, in addition, the long-anticipated economic crisis in the US 

i did not appear. The strength of the reaction can bo traced through the linked stages 

i of ERP, the recession of Communist power in France and Italy, the reorganization of 

5 Western Germany, the growing integration of Western economic policy, the negotiation 

} of the Atlantic Pact, plans for the rehabilitation of the military power of Western 

| Europe, and the intention of establishing a West German federal government 

Initiative in the comprehensive competition for the potential of Western Europe 
was in danger of passing to the US. Soviet counter-measures began to be taken. The 
Satellite states ware forced to refuse to participate in ERP. Communist-directed strikes, 
aimed at undermining the schedules for economic reconstruction, were initiated. A 
propaganda campaign against US "dollar diplomacy'' was fully developed. These 
measures not only failed, but, by stimulatlng-the West to increased efforts, actually 
began to create problems for the USSR within its own orbit. 

While it la not likely that the USSR ever considered that the eommunization of 
Eastern Europe would be a pushover, it probably did not anticipate the difficulties that 
arose in 1948. When the Satellite states were cut off from participating in ERP, con- 
trasts developed between the speed of economic reconstruction in the West and the 
slowness with which the communized economies of the Satellites were able to produce 
tangible benefits. Efforts to improve the situation by increasing Soviet controls and 
reorienting Satellite economies led to tensions which developed into nationalist devia- 
tions from the Cominform line. 

The natural consequence of the breakdown of the CFM was a dt facto partitioning 
of Germany. The West developed plans which weald permit the ultimate integration 
of the Western Zones with a Western European system. The USSR developed plans 
which would permit the ultimate incorporation of the Eastern Zone in the Soviet orbit. 
As these plans developed, they began to produce a situation unfavorable to the Soviet 
interest The USSR attempted to force a return to the ttatut quo ante of unworkable 
Pour-Power control. Pressure tactics were employed which finally resulted in the 
Berlin Blockade and the Air lift These actions completed the stalemate of US-USSR 
relations In Germany. 

An essential factor in the situation was not however, neutralized by this stalemate. 
An immense Industrial and manpower potential still existed in Germany. The contest 
for the control of this potential underlay all the tactics, strategy, and tensions of US- 
USSR relations in Europe. The de facto partitioning of Germany primarily worked 
to bring this essential factor into sharper focus. The Issue of ultimate control was 
more openly contested by political, economic, and psychological means. Short of actu- 
ally using overwhelming force, however, the USSR now appeared to hold the weaker 
cards. Efforts to bring pressure to bear on the West and the devices by which a firmer 
grip was taken on the Eastern Zone, perceptibly pushed the German people toward the 
West If only as the lesser of two evils. Simultaneously, the success of the West in 
reviving the Western Zones acted as a supplementary pufl. Finally, the Berlin Blockade 
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and the Air Lift became, In German eyes, a test case of East-West strength. The tes' 
has no* been lnterpreted^again by German feeling-as a victory for the West 

** r T CO °f quCnce * the mannBr ^ which the contest for Central Europe devel- 
J^^T. f rCStOraU0n * German y to strategic position it had previously 
«^pied_that of an enormous potential lying between two power clusters, each of 

12 TJ° £ T^ 01 10 ^ ° C to ^ ^tachment 

tothe other. The potential consequently become, free to organize itself in its own 
toterests. Germany has become a significant party to the problem of controlling 
man potential. While Germany obviously cannot at present take full advan^Tof 
Wngonce more in this favorable position, opinion and policy in the states j£* 
Germany are hj-persensitive to the possibilities inherent in it* 

was * T e r37° r d0Ubteg 010 cumulattve of these developments 
rn^ti*!^!^ to "^"^ and to look back to the perioWan 

un^tio^d Germany as having been more favorable to Soviet interest] "and to Z 
gardthe CPM as a useful device for projecting Soviet influence. This Is the frame of 
r^toence for the Soviet decision which made it both possible and necessary to thf 
West to undertake negotiations once more. necessary lor the 

Soviet Timing 

3tt J!J? n l dered toe decision arises more from choice than from neces- 

e^Trh^^f^ 2 ? ^ ******** of the entire Bloc, there is no 

evidence which indicates an approaching crisis. While it is true that the Western 

economy of that Zone, there is no evidence which suggests that anything more thaxTa 
«^eoono^ T^^f^I^Z^^ 
^^sort of pressures that might force the USS^ . 
the West in order to reduce them at an costs. ««»mioo^ 

^ to nothing very 

^schedule. The facade of a People's State that ha, been made ready doesnot 
appev to represent an effective and reliable counterweight to the political advances* 
the West or a check on the adverse effect, of Soviet methods on opta^! ' 

erany. Yet, in the political field too, no immediately compelling pressures can be 
observed. The most that can be noted.Is that the substantial progress made by the 
West in reactivating German potential hat generated a trend which, in the long run. 
couMbeccatriuytotiieSovirt 

The over-all situation in Europe, however, throws some light on the decision. By 
and large the West was beginning to restore the balance of power in continental Europe. 
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,m C ^^ attcntIon waa tacreaslagly being focused on Centra! Europe as the one 
J™™"" 111 * toe te tonce. The previously satisfactory stalemate which the USSR 
had created in this area could not be indefinitely maintained in the new circumstances 
that were developing. ' 

^t^^^y- i«dged that the USSR, stUl free to choose its time, celled for a 
? f t Four " Power negotia^ons before the moment at which it was estimated the 
^Jfwtriwably committed to the positive course on which it was started, 
th^^. r mCCti0tt ' thatthe Sovi^ Proposals were initiated after it was clear 
that the Western Powers were determined to set up a West German state but before 
^determination had been converted Into fact It is further notea th* " ZZ 

"jade. This campaign, though designed to counter the Atlantic Pact, couldbe used 
also to keep the West from evading negotiations on Germany by setttngtoo high aoricT 
W^ern public opinion, though skeptical of Soviet^aottv^ was tS£«££ 
SSE^JT? m accommodate? Cm^^ 

sierra 

The Soviet decision, especially sto 

lESTiZZSl ***** ^^^^^^ 

powerritaatton. Some further progress can be made 1^ aiialyatog the positioiis ^ 

the alternative possible courses of action open to theUSSR. 
Tfte POtttfca of fhm W*$t 

With the abandonment of S^ur-Power controls m Ctermairv Wester 
beenconeenu^withthreeobjeet^ ««^' w ^Po^ has 

VTo defeat the assumed Soviet 
opening Uie way to USSR hegemony. 7 7 

a. To fit the German potential into the developing system of Western jh^^ 

8. To reactivate Ctoniwry ^ ^r 30 * 

o^^? A^MrtS ^° I1Ba ^ Ze objectrves, taken in spite of the diffumltles of securing 
TS*' c6nc * nto * ^ Wput the West into posittansta 
StZ^J?^ to details can scarcely be made without en- 
aamjering purpose 

^^^ Pe ^!^ that the level of G^antodX 

^r^L 811118 ^ aet by the Allied Powers, the t reparattewS 

, * wfll be «, designed as to prevent the Communists from gaining 
control by pseudo-parliamentary devices. ^ g 
It Is further assumed that the USSR, as far as the present negotiations are con- 
cerned, is under no significant illusion about the difficulty oTXnXg^to^r^t^e 
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positions down.* This assumption leads to the possible alternative courses of action 
that may underlie the reccht Soviet decision to seek to negotiate with the West 

Soviet Alternative Courses \ 

Two obvious alternative courses of action are here listed and discussed. Each 
could be considered in several variant tortus; but the discussion is confined to the basic 
pattern. ■ . 

1. The USSR might entjer the CFM simply with the intention of delaying the Imple- 
mentation of an already clearly indicated Western policy. No intent to reach agree- 
men t need exist, and concessions made in order to reconvene the CFM could be rescinded 
without essential prejudice, to the genera} positions already established in a divided 
Germany. 

This course of action would represent little more than the tail-end of a long-standing 
policy; namely, to prevent the consolidation of Western Germany and the reactivation 
of the potential of Western Germany as adjuncts of the power of the West 

The hopes of the USSR in this course may not yet be exhausted in spite of its 
plainly diminishing returns. Soviet. proposals, designed to appeal to German desires 
for the withdrawal of occupation forces, a unified centrally governed state, and a peace 
treaty, might be made as one more effort to sow confusion In German political feeling 
and retard the progress of the West Germans toward a viable state long enough to 
throw Allied plans out of gear and to permit Allied differences sharply to develop. 

However, it is estimated that the US (and the West) position has been firmly 
enough agreed and developed to check this conventional Soviet line. It is further esti- 
mated that the USSR appreciates the changed situation in Europe and is aware that its 
chances are slim of being permitted to engage in- a long, devious, and inconclusive 
negotiation, for no purpose but to confuse and delay. The possibility that Soviet policy 
is not fluid and still clings to established Interpretations and methods must, however, 
be recognized. J 

"■■'-•2. The USSR might enter the CFM with the intention of reaching, as a minimum, 
"* an agreement that would remove Germany as a "bone of contention," while permitting 
the struggle for the ultimate control of German potential to proceed at other levels and 
by other channels; or, as a maximum, a ditent* with the West that would, by reducing 
tensions in Europe, permit a more concentrated exploitation of the opportunities that 
have apparently opened elsewhere in the world esp ecially in the Far Bast 

This course of action would imply that Soviet tactics to date have been written off 
as having failed to produce their intended results. It would further imply a decision to 
shift policy to the longer term and to seek-its objectives by slower methods— the infiltra- 
tion of Communist influence Into the operations of & unified German state, and flank 
attacks on the power potential of Europe by way of the Near, Middle, and Far East 

The USSR, if preparing the ground for a policy shift of this order, might well make 
extensive concessions on existing issues; estimating that these issues would, not be as 



* The ability of the US. however, to maintain its over-all position throughout a negotiation 
is only as good as its ability concurrently to carry on persuasive talks with Its Western Antes. 
Known and suspected differences are, therefore, continually open to probing and exploitation by 
the USSR, which is comparatively free from similar limitations. 
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significant to long-term strategy as they have been to short-terra tactics. This course 
of action, however, would have certain essential requirements. The USSR would have 
to seek to gain an economic quid pro quo that would permit a more rapid rate of indus- 
trialization. The USSR would have to feel certain that it could guard its Eastern Euro- 
pean Satellites against Western democratic infiltration. The USSR would also have to 
seek a German state that it could hope to keep from toa alignment with the West, and 
a German Government in which the Communist Party could reasonably hope later to 
operate effectively. 

A considerable degree of accommodation could be made before these limits were 
reached, and calculated risks might well be taken In the expectation that what was given 
away in the short-term could be taken back in the longer. The danger of a rapid resto- 
ration or Western European potential in consequence of a comprehensive detente, might 
presumably be balanced in Soviet calculations by the following considerations:' (a) that 
the rate at which Soviet potential was being developed could be increased; (b) that the 
''inherent contradictions" of capitalist economyjrould ultimately reduce the effective- 
ness of the potential that Western Europe was recreating; and (c) that the fundamental 
balance of power in the world was being slowly altered in the Soviet favor by an effective 
development of Soviet policy in Asia. 

This course of action would imply—not a change of fundamental Soviet objec- 
tives—but t genuine shift In the emphasis, direction, and timing of the Soviet approach 
to these objectives. Essentially it would suggest that a conclusion had been reached 
that the short-term opportunities in Europe were for the moment being exhausted but 
that the long-term opportunities in Asia were becoming ripe for the picking. 

If this course should be developed, it wffl probably be combined with the appeals to 
German opinion noted earlier. In this connection, however, the* appeals would be 
designed to force the West to outbid the USSR for German support rather than to 
address itself directly to Soviet proposals. /rThe^Sntent would be to secure a form of 
German State and poUttcal machinery more satisfactory to the USSR by putting the 
West under the necessity' of accommodating itself to German feeling. The Western 
position, admirably fitted to come out ahead In a negotiation where agreement is not 
being sought, can only with difficulty be adjusted to meet the type of problem presented 
by a negotiation In which agreement is intended. The West raild find it hard to refuse 
agreement, if concessions to its present position were freely made, even though it had 
clearly identified the Soviet purposes for wishing agreement The pressure of Western 
public opinion to accept the immediate practical comforts of an agreement on Germany 
or a genuine detente in Europe might complicate negotiations for the West Support 
could not easily be developed for dealing effectively with security problems remotely 
developing in Asia or concealed in the apparent confusions of domestic German politics.* 

• It is noted that this introduces the probability of German opinion becoming a target of 
compeUUve bids for the future alignment of a German state. This would brine the question of 
French security decisively into the councils of the West and weaken the capacity of the West to 
engage effectively in such a competition. ' 
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Conclusions ' . 

to * STJ 8 ™ cvkiencc avaU ^ at present to justify a firm conclusion with respect 
to a tesic soviet choice bctween\thcse alternatives. It Is to be expected, however, that 
toe negouauons themselves wO^ gradually permit a judgment to be made. Possible 
T^iT^u Tl ^ual ^th of the concessions proposed and In the speed 
with which the USSR permits the negotiation* to move toward tangible agreements. 

ay , . " J" . e ^ amA Umt tee tectic * applicable to the first alternative may be used as 

^^f!^ Ce i 0r . Pr0btog WeStCm mtentt0M and **** ^ K is also 

possible, if the Western price for agreement is so Ugh as to spoil a calculated risk, 
that the adoption of the first alternative may be forced by default 
^if 1 in , the of «PecIal pressures within the Soviet system forcing the 

USSR to seek agreement, the logic of the situation suggests that theW 
vtlSa. a8reeme ^ ^ th ^ the;5CCOnd is the one more likely to be de! 

the ^t^Tfn" *" ^ ^ awatton » the real W before the CPM is not 

ZZZZJSS^ H ° Wever ' ^ * P 8 **" to *e negotiations, including the 
ZZZZIST^* ttC l0ng - tcnn ^esttonTwhoT^ing to confco! 

German potential and thus Kola the balance of power in Europe. AgrLnLt on Ger 

SST-fSr* ^ *^ ****** ***** that time is Sng^" bSd " P 
strength and to maneuver for positions elsewhere. P 

2. ThkFsbBsst. 

^ISEE?*? 'l!!'.^ to to "Wrt that mora firvor«b» ^ 

reached i pnato mM y agreement, on the rertonrtta «£ to H^Mc^IZto^ 
^ImMceof.ceu^orter. Fronts ft* „ evartia^taZt^^ 
be better at this time tb«» they have dmfag the pu* year. "™»'»PP«arto 

^ China, the jnet«odu«ainimunlrtcon«j^ 

!ST " « P"™? whouerer'Ssrr^m £S£ 

develop In the taoiated city; but this win add little to the basic US problem. ThelT 
^mnksconan^totaa.^ Chiang Kal-sheK c^C!^ his erfoS 
2^?,^ 8 TaiWa " *e bis lost retreat. U Tstmg-Jcn Is trying to obtain ieco~ 
ntttat «t his supreme authority In the crumbling National Government while «£, 
same time preparing to fall back to his native province of KwangsL Autonomous 



••^aonai Security Counci! : 



226 



11-19: ( Continued) 



-r 



movements are under way in the southwest and northwest provinces. The most 
pressing current problem for the US and other foreign powers is that of deciding the 
nature of their future diplomatic and commercial relations with the new regime which 
the Communists will certainly establish within the next few months. With respect 
to Hong Kong the UK has expressed its determination to defend that Crown Colony 
and has recently dispatched reinforcements. 

The French military position in Indochina has become increasingly tenuous be- 
cause of Intensified guerrilla activity, particularly in the Slno-Tonldnese border region. 
Meanwhile continued French political control in Indochina is dependent upon former 
Emperor Boo D.vi's ability to rally non-Communist elements to a new government and 
even more on the ability of the French Government to make liberal enough concessions 
to attract these dements. In Siam, political t en sion is mounting again. After mak- 
ing lull allowance for the fact that the Siamese Government tries to capitalize on 
Western fears of Communism in order to get military and economic aid, it is evident 
that Chinese Communist successes are now'genuinely regarded in Siam as a growing 
threat to Siamese security. The situation in Burma remains as anarchic as before. 
While the number and intensity of terrorist incidents in Malaya have declined during 
the last few months, Britain's security problem remains serious and there is no reason 
for long-range optimism. 

3. UK-CJoMMOsrw«Ai.TH-Iimu. 

The basis for a>more realistic pattern of relations between the West and Asiatic 
nationalism has bctn provided by the recent Commonwealth Conference. The basis 
of cooperation devised by the Conference very properly Ignored logic and precision in 
order to adjust the useful tradition of Commonwealth association to present political 
and strategic realities. It is of conquerable importance in establishing a global bal- 
ance of power that India Is enabled to continue a member of the Commonwealth 
while remaining free to pursue its aspirations as a republic 

The linking of India with states, some of which are Involved in supporting the 
US interest In Western Europe and others concerned in the US interest In the Far East, 
Is of considerable value to US security. India, as the major coherent center of power 
at present existing in AsJa, can on this bads come into working conjunction with the 
potential of the West 

The atmosphere of good win in which the basis of cooperation was worked out is 
an immediately valuable fact Complementary interests were apparently so clearly 
understood that other considerations* became irrelevant The Indian Interest in 
keeping Western military and industrial potential and technical competence related 
to the problem of realising Indian aspirations was realistically balanced by the US-UK 
interest in having in Asia a locally powerful supporter speaking with a native voice. 
The development of these complementary Interests Into fUm political, economic, and 
strategic cooperation obviously calls for time and tact; but the present situation 
should gradually add up to an improved security position for the US on, at least the 
South Asiatic UttoraL 
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4. Neaheast. 

*„ h Tlle e T eral S " uaUon ta °* Near E «' has undergone no significant change. 
Such events as deserve notice are oi local concern and, for tee present, have little or 
no relation to the larger and more pressing security issues now before tee US 
,. P 035 "" 6 """P" 0 " to be noted is the bid lor peace negotiaUons which 

may be designed to retatorce the over-all Soviet "peace offensive,- and, if so. -nay be 
part of a taoad adjustment to the situation analysed to para. ! above. On tee oteer 
hand, there has never been . complete lull In guerrilla peace propaganda since tee 
start of the year. At this moment, however, tee guerriila peace^opLa £Tv w 
world opinion, much of which is Ill-informed about the situation In Oreece-wlte Jl 
Certatoiy. the approach to Evatt was a smart mov* He^^T. ^ 
fen* to towaids opportunities to be a "Balkan Conciliator." inspjeof lacking 
an adequeto background; and he may be puDed into discussions which would 2 

™<~Jn?JZ?? ? The present proposal has been accompanied by a new 
rSeCteTr^'' """J"™" 0 * and by^muoi efforts 

to strengthen the Communist underground and to increase activities In the trade 



" iImtln « «NM b> to excluaon from the Atiantlc I . ,t vt ( . 
*^^PM^nlster has been in the US to dlacuss Turkeyfs security problems. He has 
been given reaaoiances of , tan ua interest but no commitment teat the us won^ 
«to.oo«*r«c^«« ! «rtty««ngem« l twithTurk V . Eequett, tor additional nnan^ 

^nm^^" ** 2* *" ""^ 1,1 lts toget.ffrmw 

commitment. However, the critics have nothing better to nrmosa. Th. v„^i~ 

-™e'*SL*!? BMd ™l 0t ^ m «m«to essentially stalemated In their 

w*. ^ ^^P 6 " 1 " 85 ^ thrpughout the Arab world. The first reaction 

X^n^^rff * aC0natitUtt0nal *™« overthrown by force, 
^^however, toe Syrtari people accepted Zaun, although without entouslasm, the 
kaders of other states began to vie tMh each other for Ms support. Iraqar^Ttaui 

toe tri^ to persuade him to resist these Hashemite blandishments. The old prob- 
em of toe balance of power among the Arab states came out of the cupboard in which 
toe Arab league had shut it up. A rash of visits, counter-visits, no^^uTta^ 
and conversations broke out Zaun finally emerged with recognitors froT^' • 
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Saudi Arabia, and Lebanon; repudiated the Greater Syrian project; and declared his 
support of the Arab League. By this time, the Arab world was becoming alarmed at 
its own disunity, remembering that a peace with Israel was still to be achieved. Con- 
sequently, "discussions" have begun between Egypt and Transjordan to try to find 
some common ground again. In short, Arab relations are very much running in their 
normal channels. 

As a footnote to this, neither Israel nor the Arab states appear to have mich faith 
in one another's peaceful intentions. All are attempting to strengthen i^eir military 
forces; but the Arab states also seem to have an eye fixed on inter-Arab animosities as 
they think of military equipment. 

There have been some indications of a temporary let-up in Soviet pressure on Iran, 
coincidental with the departure of the Soviet Ambassador for consultation— an event 
that has produced a crop of rumors. Iranian leaders, although not immediately ap- 
prehensive of the Soviet menace, are calling foraid from the US in quantities com- 
parable with that being given to Turkey. There is no indication that the attitude 
I toward the USSR win be reversed. 

| 8- Latik America. 

I The Latin American states are watching with interest the developments following f 

the lifting of the Berlin blockade. None of these states nave illusions regarding the 
j long-term motives of the USSR, but they hope that any relief in the tension between I . 

j the US and the USSR may permit the US to pay more attention to the problems of the 

Western Hemisphere, Within the Hemisph e re, inter-American antagonisms have been !' " ". 

reduced. The quarrel between Peru aj^{^wnbia over the case of Haya no longer is j ; 

critical; Uruguay 's threat to prefer charges before the UN against Venezuela regarding i 

the treatment of political prisoners is unlikely to materialize; and the potentially ; 
:} troublesome Havana meeting on Dependent Territories was conducted with reasonable 

restraint The most serious and perhaps the most pressing situation in the area is ; 

that of .Argentina where domestic economic problems, dropping world prices, and 

government bungling could very well have adverse effects upon that country's po- • "■ 

litica! stability. " 
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